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BUDGET HEARING— CONSUMER 
FINANCIAL PROTECTION BUREAU 


Wednesday, February 15, 2012 

U.S. House of Representatives, 

Subcommittee on Oversight 
AND Investigations, 
Committee on Financial Services, 

Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:04 a.m., in room 
2128, Rayburn House Office Building, Hon. Randy Neugebauer 
[chairman of the subcommittee] presiding. 

Members present: Representatives Neugebauer, Fitzpatrick, 
Pearce, Posey, Hayworth, Renacci, Canseco, Fincher; Capuano, 
Lynch, Waters, Baca, Miller of North Carolina, Ellison, Himes, and 
Carney. 

Ex officio present: Representatives Bachus and Frank. 

Also present: Representatives Royce, Green, and Maloney. 

Chairman Neugebauer. Good morning. I will call the hearing to 
order. I would like to remind the Members that we will have 2 
minutes of opening statements on each side. I see that Mr. Royce 
is here, and I think Mr. Grimm will also join us. 

I ask unanimous consent that members of the full Financial 
Services Committee who would like to sit in on this hearing be al- 
lowed to sit and be a part of our panel this morning. 

One of the primary responsibilities, I believe, of government is to 
make sure there is transparency and accountability. And some- 
times, those two terms can be mutually exclusive. 

This hearing today is about a new entity that was created in the 
Dodd-Frank Act — the Consumer Financial Protection Bureau. It 
was tucked inside the Federal Reserve, some say to preserve its 
independence. Others would say that in trying to preserve its inde- 
pendence, it put this entity in a place where there is a lack of 
transparency and accountability. And that we give one person a 
tremendous amount of authority to not only make rules and regula- 
tions but also to spend money without congressional oversight or 
really accountability to any other entities as well. 

So, what we hope to accomplish with this hearing today is to de- 
termine exactly what types of activities have been going on in the 
Consumer Financial Protection Bureau. 

With this understanding, a reminder to everyone that this is 
budget season; and in the beginning of this week, the President of 
the United States laid out a budget. And in that budget, it calls 
for another trillion dollar deficit. 

( 1 ) 
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So, this will be the fourth trillion dollar plus deficit in this term 
of this President. And this is an unsustainable route. 

Somebody asked, “What does a hearing today on the Consumer 
Financial Protection Bureau have to do with the deficit?” 

This is a reminder to everyone that the Federal Reserve (Fed) 
has gotten a great deal. It borrows through zero and it buys bonds 
and pays interest and creates an arbitrage and creates earnings for 
the Federal Reserve. And the Federal Reserve then takes that 
money and spends some of it for the operations of the Fed and then 
the balance of that money, and, by the way, it has been increasing 
at a pretty substantial rate here because the Fed has grown multi- 
fold since the beginning of the crisis. And so, those revenues come 
back to the Treasury, which is a part of the revenue source. 

If you go through the President’s budget, you will see where they 
are expecting the Federal Reserve to send them some money to 
spend which will either go for deficit reduction or for operations of 
this country. 

And so, to the extent that we make sure that the money that is 
being spent by the Consumer Financial Protection Bureau, because 
they get their money from the Federal Reserve, to the greatest ex- 
tent possible is being spent as efficiently and effectively as we can 
is actually a deficit reduction opportunity for this Congress. 

I look forward to hearing from our witness today, Mr. Cordray, 
and having a very open and honest discussion about that. 

And with that, I yield to my good friend, the ranking member of 
the subcommittee, Mr. Capuano. 

Mr. Capuano. Thank you, Mr. Chairman. Mr. Chairman, thank 
you for having this hearing. Mr. Cordray, welcome. I am looking 
forward to hearing your testimony. 

I am using this hearing personally to kind of catch up on where 
you are. I do want to know more about your budget. I think our 
role as an oversight committee is important to make sure that we 
agree with generally where you are going and what you are doing. 

But at the same time, I expect that during this hearing, it is a 
little premature to draw our judgments. As I see it, you are kind 
of just getting started. And I would hope that this doesn’t become 
just a rehash of why people didn’t like your creation in the first 
place. If they don’t like it, repeal you, and we will see about that. 

But for me, I just kind of want to know where you are, where 
you are going, and what to expect in the next year or so. 

I will tell you unequivocally that I think the creation of the 
CFPB is a good thing for America. I am hoping that — just one little 
statistic. I am looking at a Pew report that says we lost $3.4 tril- 
lion in wealth relative to real estate during the last financial crisis. 

If we could have saved one tenth of that with the amounts of 
money that we spend in your agency, it would have been well 
worth it for the American people and for the world economy as a 
whole. 

So, as far as I am concerned, I look forward to this CFPB becom- 
ing a great and wonderful defender of American consumers and I 
am hoping that you are in the right track. I will also look forward 
to hearing your testimony today. 

Thank you. 

Chairman Neugebauer. I thank the gentleman. 
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Now, the vice chairman of the committee, Mr. Fitzpatrick, is rec- 
ognized for 2 minutes. 

Mr. Fitzpatrick. Thank you, Mr. Chairman. I appreciate your 
calling this hearing. I know we are all looking forward to the hear- 
ing in part because there is a lot of talk in this town about honest 
budgeting and transparency in government. 

And as a big believer in these ideals, I look forward to discussing 
them today with Mr. Cordray. 

As this committee has explored for the better part of the year, 
the CFPB is unique among not just regulators, but among most 
government agencies. And that uniqueness is what has drawn so 
much attention. 

Despite not being subject to oversight that comes with the nor- 
mal, usual appropriations process. Congress still has a role to play 
to ensure that taxpayer dollars are being well-spent, which is argu- 
ably our most important role here in this town. 

I also believe that the taxpayers deserve to know how their 
money is being spent ahead of time rather than after the fact. 
Careful and thorough planning makes a goal much easier to 
achieve. Not only is that good fiscal management but it is also com- 
mon sense. 

So, thanks, again, Mr. Chairman, for calling the hearing. I look 
forward to hearing from the witness. 

Chairman Neugebauer. I now recognize the ranking member of 
the full Financial Services Committee, Ranking Member Frank. 

Mr. Frank. Mr. Chairman, I would take, I guess, 5 minutes now; 
and we can reserve if any other of our Members come forward, if 
that is all right. 

I welcome everybody to what I think is the sixth or seventh hear- 
ing this year. It is the sixth or seventh oversight hearing in which 
people complain that there is no oversight. 

It makes me wonder. It raises philosophical questions, “Are we 
really here?” We are told that there is no oversight. And we are 
told repeatedly in meetings of the Oversight Subcommittee, in 
which we are conducting oversight, that there is no oversight. 

In fact the notion that this is unique is surprising to me coming 
from people who have been serving on a committee which has pri- 
mary jurisdiction over the Office of the Comptroller of the Cur- 
rency. The Comptroller of the Currency is an independent entity 
appointed by the President, funded not through the appropriations 
process but by fees that office gets. 

And, in fact, the previous Comptroller — an appointee of President 
Clinton — after using his authority, which we tried to curtail in the 
financial reform bill, to cancel all State consumer protection laws, 
then sent out a CD to State-chartered banks saying, in effect, 
“come be chartered by me and you won’t be regulated.” And that, 
of course, enhanced his financial capability. 

That may or may not be right. But I do not remember any mem- 
ber of the Republican Party ever complaining about the status of 
the Comptroller of the Currency, which is exactly the same as that 
of the Consumer Bureau. 

And I would say if you look historically and talk to bankers 
about which agency is more important to them, particularly com- 
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munity bankers, it is the Comptroller of the Currency. The Comp- 
troller of the Currency is a very significant figure. 

And while he is housed in the Department of the Treasury, he 
is independent, very analogous to the role of the Consumer Bureau 
in the Federal Reserve. 

As to one individual, not a board, having enormous power, once 
again, I would say that many people I think would believe that the 
Environmental Protection Agency, run by a single Administrator, 
has more authority that will affect the economy and people’s lives. 

People did not object to the Comptroller of the Currency because 
the Comptroller of the Currency had a very comfortable relation- 
ship with the banks. And there are people in this committee who 
believe that it is the job of regulators to accommodate the banks. 

What we did in the Financial Reform Bill was just say that 
where consumer protection is concerned, it is kind of a conflict of 
interest for the people who are the bank regulators to also be the 
Consumer Bureau. And so, we created a new Consumer Bureau. 

Now, by the way, on the budget — and I am going to ask Mr. 
Cordray for these numbers — the gross number for the budget is a 
little bit misleading if it is suggested that is all new spending, be- 
cause one of the things that we did in the Consumer Bureau was 
to transfer legal authority and personnel from existing bank-regu- 
lating agencies. 

There are personnel who work now in the Consumer Bureau who 
had been at the Federal Reserve, at the Comptroller of the Cur- 
rency and, I believe, at the FDIC. I am told the number is about 
200 of the 700 and some odd employees. In other words, more than 
25 percent of the employees now working and charged to the CFPB 
were budgeted for elsewhere. So, that is not a net increase. 

Finally, there have been some concerns raised about the fact that 
the charter is statutorily to deal with issues that are about fraud, 
deception or abuse. A number of Republicans have complained 
about abuse. And they have said very explicitly, “But that must 
mean that something which is not inherently dishonest is abusive 
as applied to some individuals.” 

Many of us believe that when 88-year-old semi-literate individ- 
uals are being pressured into certain bogus terms, that could be 
considered abusive. And, in fact, we recognize that in the invest- 
ment area, where we have the qualified investor. So, investments 
that can be pitched to some people aren’t pitched to others. 

But there is this question, “Should the mandate of the Bureau, 
even from people who don’t like it, be limited only to fraud and de- 
ception, or is it legitimate to also give them the power to step in 
when there is a problem where things are abusive as applied to the 
particular individuals?” 

I want to read from a very distinguished economist whom I think 
supports that. He says, “In those systems that can be rationally de- 
fended where the States just do nothing, an effective competitive 
system — he a great advocate of competition — needs an intelligently 
designed and continuously adjusted legal framework as much as 
any other. 

“Even the most essential prerequisite of its proper functioning, 
the prevention of fraud and deception including exploitation of ig- 
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norance, provides a great and by no means yet fully accomplished 
object of legislative activity.” 

It was written before we did the Bureau. But I want to stress, 
again, this is a very distinguished economist arguing that, “Yes, 
you want to prevent fraud and deception.” But he includes in that 
the exploitation of ignorance. And that is the strong endorsement 
of the charter that the Bureau has. 

I yield back. 

Chairman Neugebauer. I thank the gentleman. And I want to 
say that I agree with the gentleman that the EPA Director does 
have too much authority and I would be glad to work with him in 
a bipartisan way to eliminate that position. 

Mr. Frank. Will the gentleman yield? 

Chairman Neugebauer. I will. 

Mr. Frank. Has the gentleman filed legislation, done anything 
before answering me to advance that? 

Chairman Neugebauer. No. But now that I know you — 

Mr. Frank. Oh, okay. 

Chairman Neugebauer. I will. 

Mr. Frank. Conversion is always proper even it is very cir- 
cumstantial in its motivation. 

Chairman Neugebauer. I now yield to the chairman of the full 
Financial Services Committee, Chairman Bachus. 

Chairman Bachus. Thank you. 

Mr. Cordray, welcome to the hearing. I think this is your first 
appearance before this committee. 

In a well-publicized speech 2 months ago in Kansas, the Presi- 
dent said we should be strengthening oversight and accountability. 
Now, I totally agree with that. There should be stronger oversight 
and accountability of every government agency. 

Unfortunately, the CFPB is designed in a way to avoid critical 
oversight and accountability. The ranking member of the full com- 
mittee mentioned the EPA, and I know Mr. Neugebauer picked up 
on that and my antenna went up as well. 

And I think it was appropriate to mention the EPA. The CFPB 
actually has more sweeping authority than the Director of the 
EPA. Title 10 of the Dodd-Frank Act confers virtually unfettered 
discretion on the Director of the CFPB. 

As Mr. Cordray has said many times, “This is not about person- 
alities. It is not about Elizabeth Warren. It is not about you.” But 
the Director, whoever it is, can identify financial products and serv- 
ices that he or she alone finds objectionable, “unfair, deceptive, or 
abusive” and ban them under a highly subjective standard that has 
no legally defined content. 

Without question, this gives the CFPB Director power that far 
exceeds that of any other financial regulator. We have seen the 
EPA do that, and Chairman Neugebauer, I commend you for hold- 
ing this hearing. We have seen them do some things that the 
American people have said, “Whoa! Wait just a minute.” 

They are doing that to fire trucks now — volunteer fire depart- 
ments. They put a new regulation that is costing volunteer fire de- 
partments, some of them, a whole year’s budget just to put a dif- 
ferent restrictor on their exhaust systems and it is actually shut- 
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ting down fire trucks as they go out to fires and it has created a 
real prohlem. 

Now, will the CFPB do something as we have seen the EPA do 
in overreach? I don’t know. But if they do, with the EPA, political 
pressure can he brought on the President. He appoints the Director 
of the EPA as a Cabinet position. He can fire him. 

Mr. Cordray — even the President cannot fire him. The difference 
in this agency — another difference — is that EPA gets its appropria- 
tion from Congress. 

The CFPB isn’t under the appropriation process. If they spend 
$100 million on paper clips, we can’t even say, “Wait a minute, you 
can’t do that next year. We are going to cut your budget,” no mat- 
ter what they spend money on. We have absolutely no control. 

And let me tell you, in a time of a budget deficit, oversight and 
accountability on spending is urgently important. In this agency, 
there is no accountability. There is no board and they have unfet- 
tered discretion to ban products or to declare them as unfair. 

And, “unfair” or “fair” could be a debate that could go on forever. 
But we actually have somebody who can just say, “Fair, unfair” — 
one person, no accountability, not even to the President. 

Thank you, Mr. Chairman. 

Chairman Neugebauer. I thank the gentleman. 

And now, Mr. Lynch is recognized for IV 2 minutes. 

Mr. Lynch. Thank you, Mr. Chairman. 

I would also like to thank Director Cordray for joining us here 
today. This is your first of what I expect will be many, many ap- 
pearances before this subcommittee. I have a feeling you will be a 
frequent flyer here. 

We are here today to examine the Consumer Financial Protection 
Bureau’s budgetary process, something that was debated exten- 
sively during the Wall Street reform process in the last Congress. 

Before the Dodd-Frank Act was passed, there were seven dif- 
ferent Federal agencies that had partial responsibility over con- 
sumer protections in the financial services sector and apparently 
none of them did a very good job at it. 

The Consumer Bureau was created to centralize that authority 
over consumer protection into one agency and to give that agency 
the necessary tools to carry out that mission effectively. 

To give the Consumer Bureau real teeth, we removed it from the 
appropriations process and created a funding mechanism whereby 
the Bureau draws the funds it needs from the Federal Reserve up 
to a statutory maximum. 

Still, the Consumer Bureau operates on a budget less than that 
of the OCC, the SEC, the FDIC, and the Federal Reserve. A recent 
report found that the Bureau costs each taxpayer less than $2 per 
year. That same report found that the financial crisis cost the 
American taxpayers $12 trillion in lost wages, lost home value, lost 
stock wealth, and fiscal costs. 

I would that less than $2 per year is a small price to pay for the 
protection that you will provide. The bottom line here is that the 
CFPB’s statutory mandate is to implement and enforce Federal fi- 
nancial consumer laws consistently for the purpose of ensuring that 
all consumers have access to markets for consumer financial prod- 
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ucts and services, and that those markets for consumer financial 
products and services are fair, transparent, and competitive. 

Apparently, that scares the heck out of a lot of people in the fi- 
nancial services industry. But I think that is a worthy goal. I wish 
you the best of luck in your duties and I hope that I can he a good 
partner for the Bureau in your work going forward. 

Thank you very much, and I yield back the balance of my time. 

Chairman Neugebauer. I thank the gentleman. 

And now, the gentleman from Texas, Mr. Canseco, is recognized 
for IV 2 minutes. 

Mr. Canseco. Thank you, Mr. Chairman. 

Mr. Chairman, this is certainly a very important hearing as we 
look into just how the CFPB managed to spend $160 million last 
year and why it feels the need to spend an additional $330 million 
this year. 

The CFPB seems to have no concrete plan on how this money is 
going to be spent. But I guess, with this agency, that is par for the 
course. I am reminded too that the crafters of Dodd-Frank conven- 
iently allowed the CFPB to spend however much it wants without 
any input from Congress or any other body for that matter. 

So, in effect, while today’s hearing is important, we as Congress 
sit here powerless and can only listen to Mr. Cordray as he lays 
out his priorities for how to spend money that could be used to re- 
duce our national debt, which just crossed $15 trillion this year. 

And I am also reminded that Mr. Cordray is what is called a “re- 
cess appointment,” that occurred while the Senate was in session. 
And it has created even more uncertainty for the financial institu- 
tions and small businesses who now correctly believe that every 
rule handed down by the CFPB will be subject to judicial review. 

What we have is a rogue Director in charge of a runaway budget 
for an agency whose mission is still unclear. Mr. Chairman, this is 
a recipe for disaster that will only hurt our economy going forward. 

Thank you, and I yield back. 

Chairman Neugebauer. I thank the gentleman. 

And now, Mr. Ellison is recognized for IV 2 minutes. 

Mr. Ellison. Mr. Chairman, thank you. 

And I want to thank the ranking member. 

Let me a tell you what a recipe for disaster is — allowing citizens 
to be lied to and bilked into subprime predatory mortgages, then 
repackaging those subprime mortgages into a mortgage-backed se- 
curity, then somehow convincing someone to rate it AAA and then 
allowing banks to trade on their own accounts to buy those assets 
in proprietary trading and then, having some insurance-like prod- 
uct that would back it all up, but of course, they wouldn’t have any 
reserves to cover the losses. 

That is a recipe for disaster and that is exactly what happened. 
It is shocking to me that my friends on the other side of the aisle 
act like the financial crisis of 2008, 2009, and 2010 didn’t even hap- 
pen. They don’t think anything should be done to try to rein in peo- 
ple who took advantage of consumers and destroyed whole neigh- 
borhoods. 

In the zip code of 55411, which is where I live, 48 percent of the 
houses are in foreclosure; not underwater, in foreclosure. This is 
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because of the bad behavior that you want to protect these people 
from. 

If your business model is not about bilking consumers, you have 
nothing to worry about from the CFPB; but if your aim and your 
goal is to hook them and crook them and take advantage of con- 
sumers, of course, you are horrified. 

And all this stuff about: “Oh, yes; they have too much authority. 
They have taken too much money. We can’t talk to them. We can’t 
control them” — this is all nonsense. This is all just shilling and try- 
ing to run alibis and interferences for crooked individuals. 

I yield back. 

Chairman Neugebauer. Thank you. 

And now, the gentlewoman from New York, Mrs. Hayworth, is 
recognized for 30 seconds. 

Dr. Hayworth. Thank you, Mr. Chairman. 

Mr. Director, I note that one of the key responsibilities of the 
CFPB is to educate consumers. And I would implore you that one 
key aspect of that financial education should be regarding the un- 
intended consequences of Federal intervention in the markets, even 
when well-intentioned. 

I would welcome the opportunity to work with your staff in that 
regard because I do think that is a crucial piece of this entire pic- 
ture, including, as the distinguished Member from Minnesota has 
just mentioned, the 2008 fiscal mortgage industry crisis which can 
certainly be laid at least in part and a major part at the feet of 
Federal intervention. 

Mr. Chairman, I yield back. 

Chairman Neugebauer. I thank the gentlewoman. 

Now, I think the ranking member reserved — and I recognize him 
for 30 seconds. 

Mr. Frank. Thank you, Mr. Chairman. 

Just a couple of points — first of all, this notion that the Director 
cannot be removed is fanciful. It says in the statute that, yes, the 
Director is appointed for a 5-year term, but can be removed by the 
President for insufficiency, neglect of duty, or malfeasance. 

No one doubts that if a change in Administration comes, and the 
new President disagrees with the existing Director, he or she can 
be removed. And proving that you were not inefficient, the burden 
of proof being on you, would be overwhelming. 

Secondly, just as we are having an oversight hearing about the 
lack of oversight, we capped the appropriation last year and we are 
now hearing that we can’t do that. This is just bizarre. 

Last year, in the appropriation in the budget, the amount that 
this agency can spend was limited by Congress and people keep ar- 
guing it wasn’t. Finally, I read a quote — because I know it has been 
controversial as whether or not the Bureau could protect people 
against ignorance, the abusive — I am talking about “unfair,” and 
we did say yes, there were some things that may be “fair” with re- 
gards to some people and not others. 

I read the quote that said that even the most essential pre- 
requisite of the proper function of government, the prevention of 
fraud and deception including exploitation of ignorance, provides a 
great object of legislative activity. 
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And I forgot to mention that this endorsement of legislative ac- 
tivity to prevent the ignorant from being exploited was written, as 
I said, by a very distinguished economist. His name was Friedrich 
Hayek. 

I am quoting from the edition I have from the Library of Con- 
gress, “The Road to Serfdom,” and it is Mr. Hayek who says that 
he is against central planning but he believes strongly in the ap- 
propriate regulation including the prevention of ignorance. I don’t 
claim that Mr. Hayek, were he still alive, would have endorsed this 
particular wording, but the purpose of going beyond this fraud and 
deception and preventing exploitation of ignorance — and I have 
given out the quote — four pages of it because it is very much in 
context. 

I thank you. 

Chairman Neugebauer. Thank you. 

Now, the gentleman from Florida, Mr. Posey, is recognized for 30 
seconds. 

Mr. Posey. Thank you very much, Mr. Chairman. 

Mr. Cordray, I hope in your comments, you will address Judicial 
Watch and other public interest organizations that investigate and 
prosecute government corruption, address their issues — one thing, 
such as, let us know why an Associate Director of Consumer Edu- 
cation needs to make $251,288 a year for the entry-level position. 

Also many of us believe, unlike some on the other side, that the 
only way we are going to stop the crisis and corruption and the 
crony capitalism that we have seen in the past and we see going 
on now is to hold somebody accountable, and that means prosecute 
somebody for their bad deeds, which the Justice Department, obvi- 
ously, has not seen fit to do, at least not yet, and I would like to 
know what your specific plans are. 

And if you think, maybe you can even get help from the Justice 
Department that other agencies apparently can’t, to bring some of 
these criminals to justice. I think most of us on both sides of this 
aisle want to see done. Thank you. 

Chairman Neugebauer. I thank the gentleman. 

And now, Mr. Royce from California is recognized for IV 2 min- 
utes. 

Mr. Royce. Let me agree with Mr. Frank in terms of the obser- 
vations made by Professor Hayek. But when we look at this situa- 
tion, I think what Professor Hayek would also argue is that govern- 
ment intervention into regulation in order to achieve certain polit- 
ical ends could also create a problem. 

The problem that exists here is that we have sort of a bifurcated 
regulatory structure. At least in the opinion of many of us, what 
we have done with the CFPB is to dilute the power of the safety 
and soundness regulators in this situation. 

The concern we have is that it might morph into the type of situ- 
ation we had with the bifurcated regulation when we had HUD on 
one side and NOFA on the other. 

The regulators wanted more power at that point in order to — 
they wanted it by statute so that they could better regulate safety 
and soundness. HUD, on the other hand, weighed in. And so, we 
ended up with the situation of the overleverage that existed with 
the GSEs of the zero down payment loans and so forth. 
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Unless this power rests not with the products’ regulator, but 
with the prudential safety and soundness regulator, it is much 
more likely that politics, government intervention will come into 
play and who knows, we could end up with the argument for the 
political allocation of credit. 

We could end up with the same kinds of assertions that were 
made over at HUD for zero down payment loans or for a 100 to 1 
leverage through the GSEs. Why? Because we are going to put ev- 
erybody in a home and that was going to be everybody’s right 
whether they could afford to pay for it or not. 

So what we are actually talking about is trying to get some bal- 
ance back in this so that the prudential regulator can step in and 
prevent the type of thing that all of us saw happen before. And I 
just wanted to make that point. 

Chairman Neugebauer. I thank the gentleman. I would remind 
all Members that your opening statements will be made a part of 
the record. 

And now, we will hear from our one and only witness, Mr. Rich- 
ard Cordray, Director of the Consumer Financial Protection Bu- 
reau. You are recognized for 5 minutes. Thank you. 

STATEMENT OF THE HONORABLE RICHARD CORDRAY, 
DIRECTOR, THE CONSUMER FINANCIAL PROTECTION BUREAU 

Mr. Cordray. Thank you. Chairman Neugebauer, Ranking Mem- 
ber Capuano, members of the subcommittee, and those members of 
the full committee who are here, for the opportunity to testify on 
the budget of the Consumer Financial Protection Bureau. 

Before I became Director, I promised Members of Congress in 
both chambers and on both sides of the aisle that I would be ac- 
countable to you for how the Consumer Bureau carries out the laws 
you have enacted. 

I said that I would always welcome your thoughts about our 
work and I stand by that commitment today. This is the 14th time 
that we have testified before either the House or the Senate and 
my colleagues and I look forward to continuing to work with you 
to provide the kind of oversight that allows you to understand the 
work we are doing and helps us improve our performance. 

We are committed to fulfilling our statutory responsibilities and 
delivering value to American consumers. This means being ac- 
countable and using our resources wisely and carefully. 

As you know, the Consumer Bureau is funded through transfers 
from the Federal Reserve. Under the new law, the cap on those 
transfers for Fiscal Year 2011 was 10 percent of the Federal Re- 
serve’s 2009 operating expenses or $498 million. 

As this was our start-up year, we did not use all of our available 
funds. In fact, we only used $123 million, but we got under way 
and we continue to build toward a steady state that will allow us 
to accomplish the objectives set forth in the laws enacted by you, 
the Congress. 

The Government Accountability Office rendered an unqualified 
clean audit of our financial statements and an additional inde- 
pendent third-party audit found that the Consumer Bureau ad- 
dressed all relevant budgeting requirements under Dodd-Frank. 
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Because we are committed to transparency, we have posted our 
budget justification, our financial statements, the GAO audit, and 
the independent audit on our Web site at consumerfinance.gov. We 
invite you and your staff to look at these documents and we will 
be glad to answer any questions you may have about them. 

Now that we have completed our statutory transition period and 
have become a full-fiedged independent agency with the legal re- 
sponsibility to protect American consumers in the financial market- 
place, our expenditures have naturally increased. 

As you can see in our budget justification, however, our budget 
estimates remain considerably below our budget cap at $356 mil- 
lion for 2012 and $448 million for 2013. At tMs time, we have no 
plans to ask Congress for any additional funds, as we are author- 
ized to do by law. 

While our budget is small relative to the other banking agencies, 
our mission is critical. Our budget is a means to an important end: 
to make life better for American consumers. Much is at stake. Con- 
sumer finance is a big part of the American economy, and it bears 
heavily on all of our lives. 

Mortgages allow people to buy homes and spread the payments 
over many years. Student loans give young people with talent and 
ambition, as well as those who may not be so young, access to an 
education. Credit cards are a convenient means of accessing money 
to make purchases. 

Products like these undeniably help people achieve their dreams. 
But as we have seen in recent years, they also can create dangers 
and pitfalls if they are misused or misunderstood. In State and 
local government, I was deeply engaged in consumer finance issues. 
I saw good people struggling with debt they could not afford. Some- 
times, people made bad decisions. Sometimes, an unexpected event, 
like a loved one getting sick or a family member losing a job, can 
overwhelm even the most careful planning. 

Still other times, unscrupulous businesses obscured the terms of 
loans or engaged in outright fraud, harming unsuspecting con- 
sumers and even ruining lives and devastating communities. I am 
sure each of you hears every day from your family, friends, neigh- 
bors, and constituents who have these kinds of stories to tell. They 
are not looking for special favors. They just want a fair shake, and 
a chance to get back on track toward achieving the American 
Dream. 

They deserve a consumer financial system that actually works 
for consumers. Accomplishing our mission will take time. But we 
are already taking important steps to improve the lives of con- 
sumers. 

One of our main objectives is to make sure the costs and risks 
of financial products are clear. People make their own decisions, 
and nobody can or should try to do that for them. But it is the 
American way for responsible businesses to be straightforward and 
upfront with their customers, giving them all the information they 
need to make informed decisions. That is good for honest busi- 
nesses and it is good for the overall economy. 

So another key objective is making sure banks and nonbanks get 
the evenhanded oversight needed to promote a fair marketplace. 
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Our supervisors are going on-site to examine their books, ask tough 
questions, and fix problems we uncover. 

The Consumer Bureau will also make clear that violating the law 
has consequences. We will use all the tools available in our effort 
to ensure everyone follows the rules of the road. Where we can co- 
operate with financial institutions to do that, we will. When nec- 
essary, we will not hesitate to use enforcement actions to uphold 
the law and right a wrong. 

We are listening closely to consumers and the businesses that 
serve them. We are holding events throughout the country. We 
have been to Philadelphia, Minneapolis, Cleveland, and Bir- 
mingham. Next week, we are going to be in New York City. We 
hope you will join us at these kinds of events as we come to your 
communities. 

Thank you, Mr. Chairman. I look forward to your questions. 

[The prepared statement of Mr. Cordray can be found on page 48 
of the appendix.] 

Chairman Neugebauer. Thank you, Mr. Cordray. Your full writ- 
ten statement will be made a part of the record, and we appreciate 
that you stayed within the 5 minutes. 

We will now have the question-and-answer period for Members. 
I recognize myself for 5 minutes. 

Mr. Cordray, I have been looking through some of the requests 
that you made for advances from the Fed and up on the screen and 
I know it may be hard for Members to see, but it is one that was, 
I think, sent on September 28, 2011, and it requests $94,281,564 
be transferred and I guess that would be for operations for the first 
quarter of 2012. 

I was just kind of surprised that you can get $94,281,564 with 
just a one-page letter. There was no back-up as it was sent with 
that. 

And that is evidently not an estimated number. If I was going 
to get an advance on my budget, I would just say, “Well, send me 
$94 billion or $94 million.” Don’t you think that when you are 
going to be submitting for these kinds of funds, transfers, that 
there ought to be more documentation than just writing a letter? 

Mr. Cordray. Thank you, Mr. Chairman. The process that we 
have is that the Fed — a portion of its budget, a dedicated portion 
that Congress set by law is available to us for expenditures and our 
budgeting purposes. 

There are considerable controls around our budgeting process. As 
noted, we are subject to two outside audits: the GAO audit; and we 
also have an independent audit that you all put in to the law that 
is special to our Bureau, different from the other banking agencies. 

We are, of course, subject to congressional oversight. And one of 
the things that I would say is that I believe that the oversight that 
you all are exercising over us is meaningful. It is significant — the 
notion that, as was suggested earlier, we would spend $100 million 
on paperclips. 

And it would matter that we can be brought up here in front of 
you and have to answer for that publicly and embarrass ourselves 
if it turns out we were engaged in frivolous expenditures. That is 
a very meaningful oversight, I believe. 
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We also have just put out our budget justification. We have put 
it out for last year. We just put it out for the next year. That is 
on our Web site. All of these materials I have described are on our 
Web site. 

We are also putting out quarterly reports on our expenditures on 
our Web site which is something that the other agencies do not do. 
That is above and beyond for us. So I think there is considerable 
explanation and analysis of what our budget is. And I think the 
Federal Reserve folks have total access to all of that as well. 

Chairman Neugebauer. I just would think — when I was in the 
private sector and I asked for an advance, I had to provide docu- 
mentation. I want to go back to — I am glad you mentioned your 
budget justification plan. We did go online and I believe this is 
your — this is a 12-page budget justification plan. Do you recognize 
this? Is that your budget justification? 

Mr. CoRDRAY. Yes. It is from our document. 

Chairman Neugebauer. Yes. So, then we have looked at, for ex- 
ample, the CFTC and some of the other agencies, and this is the 
kind of document that they generate for their budget justification. 

I think when you are spending that amount of money — while you 
mentioned that those amounts are small relative to other agencies, 
they are still significant amounts of money. And so, when I look at 
what you are producing and what other agencies have to produce, 
it appears to me that you all could use a little beefing-up in your 
budget plan and performance because you are hiring a lot of peo- 
ple. You are spending a lot of money. 

And it would be hard to measure the performance of your agency 
from a document like this, and I would think it would be hard for 
you, as the Director, to hold accountable these various groups if 
they haven’t submitted to you some kind of a justification of what 
they are going to be doing with the money that they are asking you 
to request from the Fed. 

Would you agree that is an area where we should move in and 
get a little clearer plan; because, basically, you all have hired near- 
ly 800 people and have requested several hundred million dollars? 
And when we requested from you a plan, you said, “We are devel- 
oping a plan.” Generally, everybody else has to develop a plan and 
then they get that plan funded. Would you agree that you are be- 
hind the curve on that? 

Mr. CoRDRAY. Mr. Chairman, I would agree that the general 
commentary you are providing is a fair concern. Understand again, 
that we are a start-up agency. Our budget justification provided 
last year was nine pages. We were brand new. We had just a few 
handfuls of employees at that time. 

The budget justification we just provided is much more fulsome. 
I think it runs 25 to 28 pages. It is not yet what we want it to be 
and what it will be in future years. So I think your comment is 
well taken. We are going to continue to provide more detail, more 
specificity. But I would refer again — the Government Account- 
ability Office did audit our operations and they gave us a clean fi- 
nancial audit, and they found that we were appropriately handling 
and documenting our finances, but a problem may be in part with 
the fact that we were new. 
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They will continue to audit us every year and render opinions on 
that. We have a separate independent outside audit that Congress 
provided for us, I think to make sure that we would be highly ac- 
countable. That also was a good audit. But I think there is more 
we can provide, and more we intend to provide. We will continue 
to ramp that up. And I would be glad to remain in contact with 
you as we go forward to see if as we develop more detail, we are 
meeting your expectations. 

Chairman Neugebauer. Just one follow-up — I am over my time. 
But would it be possible and appropriate, in say, 48 hours prior to 
requesting one of these advances, that you publish the request for 
advance and the backup for that? If you are, as you said, for trans- 
parency and accountability, would you think that would be a fair 
thing to do? 

Mr. CORDRAY. We will give that some thought. I think the key 
is that — the important thing is what are we spending and why; and 
we provide that in the budget justification. We provide it in the 
quarterly expenditure reports that we are posting on our Web site 
which also are becoming more fulsome. 

The actual letter you are referring to is merely a matter of the 
transfer of funds. That is sort of a ministerial act. The important 
thing is the kind of oversight that we are providing in our budget 
justification, in the audits that are being done of us, and the like. 

So we will be glad to go back and consider the point you have 
raised. But I think the mere transfer of funds itself is less to the 
point than the justification for our budget, the audits that are 
being done both forward- and backward-looking of our operations. 
But we will be glad to consider that. 

Chairman Neugebauer. I just want to conclude by saying that 
I think either we are going to have to beef up the budget justifica- 
tion and performance, or we are going to need more detail on the 
advances; because this is still — you have doubled it from 13 to 25 — 
and it is still, I think, woefully inadequate. 

With that, I recognize the ranking member of the subcommittee. 

Mr. Capuano. Thank you, Mr. Chairman. 

Thank you, Mr. Director. 

Mr. Director, the statute that created you, is that the statute 
that has capped the amount of money that you can spend? 

Mr. CoRDRAY. That is correct. 

Mr. Capuano. And as I understood, it doesn’t matter what the 
amount is at this point in time. But am I correct in believing that 
at no time, have you even come close to reaching that cap? 

Mr. CoRDRAY. That is correct. We are in a start-up phase as I 
said, although we are building and moving forward. 

Mr. Capuano. But up until now, you have — the last I heard, you 
are about $150 million below the cap which is, give or take, 20 per- 
cent, maybe more? 

Mr. CoRDRAY. We remain considerably below the cap. Yes, sir. 

Mr. Capuano. Are there any other agencies that you know of 
that are equivalent to you that are capped by statute as to how 
much they can spend? 

Mr. CORDRAY. I know that there are none. 

Mr. Capuano. There are none? 

Mr. CoRDRAY. Correct. 
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Mr. Capuano. You are the only one. So, we don’t do direct budg- 
eting, but we allowed you to get off budget, which I think is a good 
thing, but we still kept some control over it. We can always go back 
tomorrow, change that statutory authorization, and make it any 
number we choose. Is that correct? 

Mr. CoRDRAY. The Congress ultimately controls that. And yes, 
they require us to live within a specified budget. 

Mr. Capuano. In these audits and oversight via the Fed, Inspec- 
tors General (IGs) or whatever, have there has been any significant 
findings of deficiencies? 

Mr. CoRDRAY. There have not. As I said, both of those were clean 
audits. We were pleased with that. As I said, we are in a start-up 
phase, and you are always a little concerned as you are getting 
your operations going and getting them organized. 

But there are things, in the give and take of that, that we 
learned from them that are improving our operations. We listen 
very, very closely and take very seriously every audit and team of 
auditors that is working with our agency. The same is true of the 
Inspector General. 

We were under two Inspectors General last year, both the Treas- 
ury and the Federal Reserve. Going forward, we will be subject to 
the Fed’s IG. We have begun having discussions with them to make 
sure we understand their interests, their concerns, and that we are 
providing them with the kind — 

Mr. Capuano. So if we had a hearing tomorrow with your audi- 
tors and the other two IGs who will be seeing you and asked them 
if there were material deficiencies in your activities or your report- 
ing, you would expect them to say no? 

Mr. CoRDRAY. That is as far as I know and as far as we are 
aware. Yes, sir. 

Mr. Capuano. Thank you. Honestly, I was listening to the chair- 
man’s questions, and paper work for a justification is all well and 
good, but the truth is I don’t judge most agencies by what they say 
they want to do. I judge them by what they do, the EPA included. 

I have actually voted to cut some EPA funding in the past be- 
cause I don’t like some of the things they have done. I like most 
of what they do but not everything, and I expect the day will come 
when I won’t like everything you do either and we will have that 
discussion when the time comes. 

At the same time, I think that I am looking forward, as I said 
earlier, I understand that you are in a start-up phase and there is 
really not a whole lot of substance I can ask you at this point in 
time; but this subcommittee spent a lot of time this year, and I 
think rightfully so, on trying to check out the ME Global situation. 

I understand that you don’t have any authority over that situa- 
tion, but you have no authority over credit unions or community 
banks with less than $10 billion, and I respect that. I understand 
that. I wouldn’t expect you to do everything overnight, and maybe 
someday we will revisit all of that, but you have to start someplace. 

At the same time, my hope is that your agency is keeping an eye 
on these things, and I am wondering if you are, and if you will 
have either done it or plan on making any comments or sugges- 
tions either to the appropriate regulatory agencies or to this Con- 
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gress as to some things that you might find in any of the areas that 
you may not have specific authority to act. 

And again, I am not suggesting you broaden your authority, but 
you are the one who is out there dealing with consumers and un- 
derstanding how it all goes together. I would hope that if you see 
things in areas you don’t have authority on, that you would be 
proactive in reaching out to other regulators or to this committee 
to make those suggestions. 

I guess I am just wondering, are you keeping an eye as best you 
can, knowing you are in a start-up, knowing your hands are full 
with what you have? I am hoping you are paying at least some at- 
tention to things you don’t have any specific authority over. Is that 
a fair question? 

Mr. CoRDRAY. Thank you. Congressman. I appreciate that per- 
spective, and we will take it to heart. We are focused primarily and 
almost exclusively, and certainly we should be, on doing our job, 
the job that Congress has provided for us implementing and fol- 
lowing the law that we operate under. That is what any Federal 
agency should be doing. 

We also, by law — I sit on the Financial Stability Oversight Coun- 
cil. I sit on the FFIEC. These are bodies that were created in part 
to make sure that there is coordination among the Federal finan- 
cial regulators, and that they do share perspective with one an- 
other. 

I have found those meetings already to be useful and of interest 
to our work, and I think we bring a consumer perspective that may 
help inform the work that others are doing. The same is true of the 
FDIC Board — the law placed us on that Board, myself as well as 
the Comptroller of the Currency, to bring our distinct perspectives 
to that work. 

That, I think, is useful. I think more collaboration by us with the 
other financial regulators is good for them. It is good for us. It is 
good for the American economy. It is good for the people we serve. 
But again, virtually entirely, our focus is on the jobs we have 
ahead of us, the big jobs, the important jobs that matter to the 
public that we both serve. 

Mr. Capuano. My time has expired, but I do want to make one 
last comment on that last point. I think that is great and I think 
that is exactly what you should be doing. But as you are getting 
started, remember that Congress wrote this law kind of going for- 
ward, too. We didn’t necessarily know everything that was going to 
come out of this. 

And as a strong proponent and supporter of the concept, if we 
miss something that we should have given you authority over, I 
would certainly like to know about it. 

The whole reason I supported the creation of this agency is that 
there were too many agencies doing their own little work in their 
own little silo, and too many things that fell in between the silos. 
And for me, I am hoping that doesn’t happen again ever. People 
can disagree on what to do about things, but at least if we know 
about them, we can have a debate and discussion if we want to do 
something and, therefore, what to do. 

So I am hoping that as you go forward, if you see areas particu- 
larly that may fall out of your purview that maybe should be in 
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your purview, if not you or someone else, that you let us know. I 
certainly don’t want to be back in the same situation we were in 
2008 when everybody was pointing at everybody else saying it 
wasn’t me, it was the other guy. And that is the whole idea in my 
mind as to why we created the agency in the first place. Thank 
you, Mr. Director. 

Chairman Neugebauer. I thank the gentleman. 

And now, the vice chairman of the subcommittee, Mr. 
Fitzpatrick, is recognized for 5 minutes. 

Mr. Fitzpatrick. Thank you, Mr. Chairman. 

Mr. Cordray, in your November letter last year, this committee 
asked the CFPB to explain its spending plan for the rest of Fiscal 
Year 2012 because we simply can’t do oversight by looking through 
the rearview mirror. 

On behalf of the Bureau, Raj Date refused to provide this plan 
until the President released his budget on the grounds that 0MB 
policy bars the advance release of information that would be in- 
cluded in the President’s upcoming budget 

Mr. Date wrote, and this is a quote: “We will be happy to provide 
you with this update budget information for Fiscal Year 2012 at 
the appropriate time.” 

I have two issues with this. First, I don’t see how 0MB policy 
can be a bar to the Bureau providing its current year spending 
plan to the Congress. Dodd-Frank specifically exempts the Bureau 
from any requirement that it seek 0MB approval for its budget, so 
I don’t see that as an objection. 

And the second issue is that the Bureau’s promised spending 
plan for Fiscal Year 2012 is so limited as to be frankly almost use- 
less. For example, on page 9, there is a table that identified some- 
thing called “other services” for $130 million with no further expla- 
nation. On one other page dedicated to providing a justification, 
400 employees — no further information on a single page. 

We need more than what has been provided currently in order 
for us to do our due diligence. In contrast, we have a detailed 
Treasury spending plan which gives us information on every dollar 
spent and every new hire accomplished. This is the kind of infor- 
mation that we are looking for. 

You pledged to ensure transparency at the Bureau, and given 
that pledge, I would like to ask you to make two commitments to 
us today. 

First, can you commit to providing Congress with a better for- 
ward-looking spending plan for the current fiscal year, can you do 
that now? 

Mr. Cordray. Thank you. Congressman. On that point, one of 
the things that I wanted to point out is when this committee had 
that exchange with Deputy Director Date of the Bureau, we were, 
at that time without a Director, and therefore, we were part of 
Treasury by law. And so, we were subject to all of the same con- 
straints that Treasury, as a Cabinet Department, has, including 
the 0MB requirements that you note. 

Now, we have a Director, we are an independent agency; we are 
not part of Treasury. It is a different situation for us and so we 
will consider going forward what is the appropriate way to handle 
that situation and perhaps we can be more forward-leaning then 
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we were able to be, again, because we were legally required to ad- 
here to the President’s budget process at that time. 

One of the things that we are doing, as I have noted, and this 
is something that the other agencies do not do, the appropriating 
agencies come up to you when they are appropriated on an annual 
basis — each quarter, we are posting on our Web site detail about 
our expenditures for that quarter. 

We are trying to get those up within 30 to 45 days of the end 
of the quarter, and so there is going to be considerable information 
during the year prior coming back to you with that process but, 
look, we are actively considering how we can provide more detail, 
provide it sooner, and frankly satisfy what I think are legitimate 
requests you all have to know what we are doing, to know what 
we are spending, to know why we are spending it, and to know 
that it is consistent with our mission, which is the laws that Con- 
gress has enacted that we are carrying out. 

And so, I think that is a fair line of questioning and something 
that we will attentive to. 

Mr. Fitzpatrick. So for the current fiscal year, can we get up- 
dated spending projections? 

Mr. CoRDRAY. We have already posted for the first quarter, 
which was the quarter from October 1st to December 31st. That is 
on our Web site. As the second quarter concludes, we will be post- 
ing. And so, we will be posting all along. 

We have just provided the budget justification, which I think was 
the advance information you all were looking for. We did post that 
on our Web site on Monday, and I know your staffs have had ac- 
cess to it, and I believe have been reviewing it. It is, as I have said 
to the chairman, more fulsome disclosure than we were able to pro- 
vide in our first year. It is not as full a disclosure as I expect we 
will be able to provide next year. 

We are working towards that and we want it to be satisfactory 
to you and your colleagues. 

Mr. Fitzpatrick. And so, Mr. Cordray, our point — and we appre- 
ciate these quarterly postings, but they are looking back. I am talk- 
ing about looking forward in the current fiscal year. 

Can you provide that update? 

Mr. Cordray. Yes, we have just provided the budget justification 
for the coming year, and as I have said in the exchange with the 
chairman, although it is more than we were able to provide in our 
first year, it is not yet what we will be able to provide next year. 
It will get fuller. And that is the forward-looking justification that 
I think you are looking for. 

Mr. Fitzpatrick. So then on October 1, 2012, which is of course 
the first day of the new fiscal year can we expect a revised and up- 
dated spending plan? 

Mr. Cordray. Let me say this: I would like to know in more de- 
tail exactly what you are looking for and when. I would be glad to 
have my staff work with your staff to see if we can reach a satisfac- 
tory conclusion of that issue. 

Mr. Fitzpatrick. I am sure we can discuss the detail of what we 
are looking for, but essentially, more than one line listing “other 
services” for $130 million. 
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Mr. CoRDRAY. There is more than that on our Web site about our 
contract services, much of which is going to Treasury, because we 
are building off their IT and HR systems but, yes, sir, we will be 
glad to direct your staff to that so they know what is available. 

Mr. Fitzpatrick. Thank you, sir. 

Chairman Neugebauer. Thank you. 

And now, Mr. Lynch is recognized for 5 minutes. 

Mr. Lynch. Thank you, Mr. Chairman, and I appreciate that. 

Thank you, Mr. Cordray, for appearing before the committee and 
helping us with our work. Rather than ask a direct question, I just 
want to push back a little bit on this assumption that the funding 
of the Consumer Financial Protection Bureau is somehow diverting 
money from the Federal Reserve. 

I just want to point out that in contrast to the scrutiny that we 
are giving this agency that is assigned to protect consumers, the 
Fed has done oftentimes without the approval of Congress and 
without any oversight hearings. 

I want to point out that since 2008, the Fed has diverted, really 
diverted $868 billion to Barclays, that is a British bank, without 
any hearing, without any oversight on our part. It has diverted 
$541 billion to the Royal Bank of Scotland, again, a foreign bank. 
And think about this, this is funding that is supported basically by 
the good faith and credit of the United States Government but 
backed up by the United States taxpayer. 

The Federal Reserve actually did divert $354 billion to Deutsche 
Bank, a German bank, a foreign bank. I don’t know how the United 
States taxpayer gets to do that but we never had a hearing on the 
real diversion of the reserve funding to a foreign bank in Deutsche 
Bank; UBSAG — that is a Swiss bank — $287 billion. 

Did we have a hearing on that like we are having a hearing on 
this — 10 percent or 12 percent of the Fed’s operating budget to pro- 
tect consumers in this country who actually support that system? 
We never had a hearing on that. 

I am trying to point out the disingenuousness of these pro- 
ceedings to go after Mr. Cordray, who is charged with the responsi- 
bility of protecting consumers. I will go on. Credit Suisse — we had 
the Fed divert $262 billion to Credit Suisse, a Swiss bank; the 
Bank of Scotland, $181 billion. The Federal Reserve diverted U.S. 
taxpayer money to them. BNP Paribas, a French bank, along with 
Society Generate, also in France — $125 billion for them; and 
Paribas, $175 billion. Dexia, a Belgian bank — $159 billion diverted 
from the Federal Reserve Bank. 

Do you think we had a hearing on any of these banks? The si- 
lence in this room is deafening. We never had a hearing, on a total 
of $3 trillion that the Federal Reserve diverted to foreign banks. 

Did this committee ever have a hearing on that to scrutinize 
where every single dollar is going? Zero, silence, nada, but here we 
have an agency that is set up to protect the American taxpayer, to 
protect the American consumer, and my colleagues across the aisle 
are going over every single line to make sure where the money is 
going, but the $3 trillion that the Federal Reserve gave to the for- 
eign banks, silence. 

And so, I just want to point out the absurdity and the disingen- 
uousness of this process to go after Mr. Cordray, who alone is as- 
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signed within that Federal Reserve Bank — is assigned to watch out 
for the consumers. 

I thank the gentleman for his time and I yield back. 

Mr. Neugebauer. I thank the gentleman. 

And now, Mr. Renacci is recognized for 5 minutes. 

Mr. Renacci. Thank you, Mr. Chairman. 

And I want to welcome my fellow Buckeye, Mr. Cordray, to this 
hearing. Thank you for being here. 

You have said several times in your testimony that you — and by 
the way, I want to go back to the purpose of the hearing. The hear- 
ing will be to examine your budget, and so, I am going to try and 
stay within that realm. 

You said you would be accountable to us and the American peo- 
ple in your opening statement. One of my colleagues on the other 
side said the statute allowed dollars to be spent and you are below 
the cap. I applaud you for that, but it doesn’t justify you spending 
those dollars unwisely or inappropriately, would you agree? 

Mr. Cordray. I agree. 

Mr. Renacci. Audits, you said you have audits and the audits 
have come through and said that you are spending dollars appro- 
priately and handling your expenditures appropriately but you 
would also agree that audits, outside auditors do not confirm that 
expenditures are justifiable, reasonable, it compares in other pos- 
sible options, is that correct? 

Mr. Cordray. I think that is probably right. You have more of 
a background in accounting than I do, I am aware. There is a dif- 
ferent issue I supposed, which is — ^but I think the GAO tried to as- 
sess this, which is, “What are our objectives that the statute pro- 
vides? What is the job that Congress has told us we have to do? 
Are expenditures appropriate to doing that job rather than doing 
something else that isn’t our job?” 

And I think what they have said is that we are spending appro- 
priately in light of our mission, and I think that is an important 
indicator of our responsibility. 

Mr. Renacci. Thank you and not to — ^but I do think as a CPA, 
as someone who has done audits, that they are probably making 
sure that you are justified in spending within the purpose but they 
are not justifying and that is what this is really about, to talk 
about your expenditures. 

Mr. Cordray. Yes. 

Mr. Renacci. You said in doing your job — does your job include 
appropriately spending your dollars? So you talked about what 
your job is; it is to take those dollars and spend them appropriately 
for the taxpayers. 

Mr. Cordray. It is and again our budget relative to that of the 
other Federal bank regulatory agencies, ours is smaller, and so, we 
have to be careful about how we are allocating our limited re- 
sources. And we are trying to do that, yes, sir. 

Mr. Renacci. Thank you. So, I am just going to get down to a 
specific concern — one concern I have. Now, it relates to what some 
of my colleagues have also asked, too. Earlier, in 2011, the chair- 
man asked the CFPB to give us information related to the con- 
struction or rehabilitation of its new headquarters. 



21 


At that time, the CFPB refused to give us the information. Can 
you give me a reason why it was not presented to the committee? 

Mr. CoRDRAY. I don’t know that — I am not aware that we refused 
to give information. I would say that at that time — and it still re- 
mains true to some degree — the facility’s solutions for the Bureau’s 
needs were rather unsettled. 

We had been working to try to obtain a lease on a particular 
building. It is the former Office of Thrift Supervision building 
where we could consolidate our employees who currently are 
spread out at several sites because it is just difficult when you are 
a start-up agency. 

This does not involve the construction of any building but would 
potentially involve the renovation of a building that is about 40 
years old now. And as I understand it, unfortunately, some of the 
electrical and mechanical systems in the building have kind of 
reached their natural life span, and there are some code issues of 
bringing the building up to code. 

So there is some work that will need to be done and we are also 
going to double the prior density of that building to try to make 
it more efficient. It is a work in progress for us, and it is a source 
of some frustration to us and it will be probably for the next couple 
of years. 

Mr. Renacci. It looks like in the President’s budget, there is $15 
million to be spent in 2012, and $40 million in Fiscal Year 2013 
for land and structures. Will you commit to getting us the details 
of what the $55 million is going to be spent on so there is trans- 
parency to the American people and to Congress? 

Mr. CORDRAY. Yes, Congressman. I think that is a very fair re- 
quest. We will do that. That is not yet in focus. We do not yet have 
contracts for that. As I said, we are still working to procure a lease. 
We hope to have more progress on that soon. We will be glad to 
update your staff regularly on how that is going to make sure that 
we are acting responsibly. 

Mr. Renacci. Thank you. I would like to also follow up on an- 
other issue that is a little off topic but I believe is still in line with 
overall transparency. It might provide you an opportunity to give 
an example of how the Bureau is operating. 

Back in November when Raj Date testified before this sub- 
committee, I asked him whether the CFPB intends to provide guid- 
ance to States seeking to enact transitional licensing laws under 
the SAFE Act. 

Mr. Date seemed to appreciate the issue but was unable to an- 
swer whether the Bureau would provide guidance. In our home 
State of Ohio, I understand the Senate may soon take up legisla- 
tion that would permit State bank regulators to issue transitional 
licensing. 

Can you please tell me whether States like Ohio should expect 
to hear from the CFPB on whether their efforts will be in compli- 
ance with the SAFE Act? And if so, what is your timing for pro- 
viding the guidance? 

Mr. CoRDRAY. It is a good question. Congressman. And it is 
something that we are focused on as one of the issues we have in- 
herited from other agencies. As I understand it, we are working 
closely with the State regulators and, in some cases, as you note. 
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there are State legislatures which are potentially active in this 
area. 

We are glad to consult with them at any time as to whether pro- 
posed legislation would be in compliance with the SAFE Act. That 
is the purpose of their legislating; they obviously need and want to 
know that. So, I know we have had extensive consultation with the 
States. 

We have now signed a memorandum of understanding with, I be- 
lieve, 46 or 48 of these 50 State banking superintendents and regu- 
lators who often are overseeing this type of licensing as well. 

So if people want to be in touch with us, if you want to put con- 
stituents in touch with us or legislators to talk back and forth 
about what they are trying to do and whether we are going to have 
some difficulty that they wouldn’t want to know about later, they 
would rather know about it now, we are happy to do that. 

Mr. Renacci. Thank you, Mr. Cordray. 

I yield back. 

Chairman Neugebauer. I thank the gentleman. 

And now, Ms. Waters is recognized for 5 minutes. 

Ms. Waters. Thank you very much, Mr. Chairman. 

I would first like to thank Director Cordray for being here today 
and tell him how pleased we are that the President took the nec- 
essary action to fill the vacancy. 

I was a member of the conference committee that established the 
CFPB. And I think it is one of the most important actions this Con- 
gress has taken in many years and certainly the most important 
action to give some protection to our consumers. 

And so, despite the fact that there are those who have tried to 
interfere with the establishment of this Bureau, I want you to 
know that you have a lot of friends, a lot of support not only in 
this committee and on this side of the aisle, but I was at a huge 
public meeting this past weekend where I did a public thank you 
to the President about your appointment and got a standing ova- 
tion with people yelling out all kinds of things about credit cards 
and payday loans and operations, etc. 

So I am just awfully pleased that you are here. Mr. Cordray, I 
have spent a lot of time learning about servicers. As a matter of 
fact, I went so far as to get the permission of some of my constitu- 
ents who had problems trying to get loan modifications to allow me 
to interact with servicers. 

And during that time, a couple of television stations followed my 
actions in trying to get to a servicer where I spent hours being sent 
on a menu to all kinds of places in one of the banks trying to locate 
the servicer. It took hours and I learned a lot. 

I have learned, number one, that many of our constituents can 
reach a servicer and I don’t understand how this loss mitigation op- 
erations are in the banks. They operate in all kinds of different 
ways. In addition, the lost paperwork, the over requirements of 
seniors who were trying to straighten out fraud that has taken 
place, all of this. 

We desperately need you to look at and do something about the 
servicers. Having said all of that, I have a couple of pieces of legis- 
lation I would like you to take a look at, as it relates to servicers. 
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H.R. 1567 is a servicer’s reform piece of legislation dealing with 
loss mitigation and single point-of-contact. 

And talking about a dedicated 1-800 number and, of course, I 
have H.R. 3841 talking about principal reduction. With all that you 
have to do, if you can get a handle on how we regulate servicers, 
how we can create some kind of consistency in how they operate 
so that constituents would know, number one, how to get to them 
and what to expect of them, it would be the greatest thing we could 
do for consumers. 

So I have no questions for you. All that I have for you is to say, 
God bless you. We are so glad that you are here. Your work is not 
going to be easy. There are going to be those who are going to pick- 
et you and try and talk about your budget and try to manage your 
budget, all of that. 

But I hope that you don’t get disgusted with all of this, that you 
will stick with it. It requires some fighting and some of us are 
fighters and we are prepared to fight with you because we think 
that your job is just so extremely important. So, welcome, welcome, 
welcome. 

Chairman Neugebauer. I thank the gentlewoman. 

And now, the gentleman from New Mexico, Mr. Pearce, is recog- 
nized for 5 minutes. 

Mr. Pearce. Thank you, Mr. Chairman. 

And thanks, Mr. Cordray, for your service, and for being here 
today. I noticed that although you reported a clean audit, there 
were deficiencies. What were the deficiencies? 

Mr. Cordray. There were a number of things as — 

Mr. Pearce. Give us the highlights. 

Mr. Cordray. — come up in any audit where there are sugges- 
tions for improvement. And, again, that was an audit that was 
done on the Bureau at the very preliminary stage. As I say, it was 
a clean audit but every auditor worth their salt, when you look at 
your operations carefully, they are going to have suggestions. They 
are going to have proposals. 

And if the agency is worth its salt, it will listen carefully to those 
proposals and look to implement — 

Mr. Pearce. Anything to do with internal controls? 

Mr. Cordray. They found that our internal controls were appro- 
priate at that time. But I think that my personal view is — and we 
are hard at work on this — that there is much more we can and 
should do in order for me to have confidence that the Bureau is 
both spending money appropriately, which I believe we are, but we 
want more controls on that, and also that we are following through 
on the policies that we have adopted to make sure that we are liv- 
ing those policies day in and day out. 

Mr. Pearce. Hold on just a second. Excuse me. I noticed the sec- 
ond audit that came from ASR Analytics. On page one, they note 
that some members have ongoing efforts to achieve minimum hours 
of continuing professional education that directly relates to govern- 
ment auditing. 

So somebody in the agency hired an audit firm that did not have 
the required internal expertise. Who made that decision? 

Mr. Cordray. I would have a different vantage point on that. 
This was — 
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Mr. Pearce. I just want to know who made the decision to hire 
this firm. I can read the report where they say they don’t have the 
background. So I don’t care about someone’s interpretation. Who 
made the decision? 

Mr. CoRDRAY. Okay. I think they have a considerable back- 
ground but I would be glad to — 

Mr. Pearce. No. Sir, if you would just tell me who made the de- 
cision. 

Mr. CoRDRAY. Yes. 

Mr. Pearce. We will have our differences of whether they do or 
not. 

Mr. CoRDRAY. Sure. 

Mr. Pearce. They are the ones who point out they don’t have the 
expertise. 

Mr. CoRDRAY. Yes. 

Mr. Pearce. So, who made the decision? 

Mr. CoRDRAY. They have expertise. But that was done before I 
was Director — 

Mr. Pearce. Would you mind answering the question, sir? Just 
who made the decision? There ought to be a name or a position. 
I don’t care which. 

Mr. CoRDRAY. I don’t know offhand. That was before I was — 

Mr. Pearce. If you would give me the information on who did 
that, I would really appreciate it. Did you as Director kind of find 
fault with — was there no one in the auditing community in the 
whole Nation with expertise? Did you come back and find fault 
with this or you did not? 

You are just getting your feet on the ground. There are a lot of 
great concerns. Wouldn’t you want to check the box that said yes, 
they are qualified, and everybody who comes out here has the back- 
ground, wouldn’t you want that to kind of reassure people that you 
are taking troubled waters and you are beginning to calm them 
down? 

Mr. CORDRAY. Shall I answer? That firm is a very qualified firm, 
that some of their folks are keeping up with their continuing edu- 
cation requirements is one thing. But we will look again at your 
request at the firm we will use in the next year. 

That was a competitive process and I think it was an appropriate 
process. No one to date, until your question, has found any fault 
with that. But we will be glad to look at it and I will get the an- 
swer to your staff that you asked of me. 

Mr. Pearce. Thank you. 

On page 16 of the GAO — that is actually page 21 of the GAO re- 
port — but on page 16 of your pages, it talks about how the people 
that you supervise have larger participation in nonbank super- 
vision, especially as it relates to Federal consumer financial protec- 
tion laws compliant with that. So explain to me what kind of 
nonbank groups that you supervise. 

Mr. Cordray. Sure. Congress specified in the law certain 
nonbank — first of all. Congress specified in the law that we should 
regulate financial products and services in the marketplace without 
regard to whether it is a bank or a nonbank, recognizing that in 
a lot of these markets, there are nonbank participants who compete 
directly with banks, but they are not subject to the same regula- 
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tion. So you are regulating part of the market and leaving part of 
the market unregulated. That is not a formula that works. 

So Congress specified us to be overseeing nonbank participants 
in the mortgage market which can be mortgage originators, mort- 
gage brokers, mortgage servicers. They also specified that we would 
oversee payday lenders. And Congress specified that we would 
oversee private student lenders. 

Mr. Pearce. Do you have anything to do with Fannie Mae and 
Freddie Mac, do you have any oversight? 

Mr. CoRDRAY. That is a good question to the extent that they 
would be servicers. We could have oversight over them, yes. Other 
than that, many other financial industries not specified by Con- 
gress in which Congress said to us, “You should oversee them as 
well, but you should first identify who are the larger participants 
in those industries and those are the ones that will be subject to 
direct supervision by you.” 

So that can be other fields such as debt collection, check cashing, 
debt relief and settlement, credit reporting, and a number of oth- 
ers. 

But that is something that we have to do by rule. We are in the 
process of getting under way with that. We didn’t have any of that 
authority until we had a Director in place. It is fairly early days 
for us. 

The other thing I wanted to mention, sir, and it is probably near 
to your heart, is our Office of Servicemember Affairs, which has 
been working aggressively to bring attention to the kinds of finan- 
cial exploitation of servicemembers, often when they are on active 
duty which is inexcusable — foreclosures that were inappropriate on 
servicemembers, interest rates that exceeded the Military Lending 
Act requirements, and other problems. 

Ms. Holly Petraeus has been hard at work on those issues and 
I think is doing a terrific job of bringing those to the attention of 
the Congress and the public at large and other regulators, as well 
as things we can do directly. 

Mr. Pearce. Thank you. It is near and dear to my heart. And 
I hope that you will push that. Also, financial exploitation of hog 
farmers is pretty near and dear to my heart. And so, I hope that 
you will go back and ask the other regulatory agencies why — ask 
the Justice Department why they have never had an interview on 
MF Global. That is near and dear to a lot of farmers across the en- 
tire United States. 

But I thank you, Mr. Chairman, and I yield back. 

Chairman Neugebauer. I thank the gentleman. 

Now, Mr. Miller is recognized for 5 minutes. 

Mr. Miller of North Carolina. Thank you, Mr. Chairman. 

CFPB is hardly alone in having a dedicated source of funding, in 
fact, all the financial regulators appear to have a very similar 
budget process with a dedicated source of funding and then require 
justification. 

Mr. Cordray, have you had the chance to review the OCC’s Fiscal 
Year 2013 budget justification? 

Mr. Cordray. I have not had the opportunity to do that in detail. 
I am generally familiar with the broader outlines of their budget. 
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Mr. Miller of North Carolina. That document and your budg- 
et justification were strikingly similar in how they are organized. 
And their budget justification for more than a billion dollars in 
spending is 23 pages long, including the cover sheet, and the title 
and the table of contents. Whereas yours, to justify $448 million, 
less than half of that amount, is 25 pages long, including the cover 
sheet and the table of contents. Have you heard any complaints 
about the lack of completeness in the OCC’s budget justification? 

Mr. CORDRAY. I have not heard any to this point. I am not sure 
they would be directed at me, but I have not heard any. 

Mr. Miller of North Carolina. The only financial regulator 
that appeared to be subject to appropriations from Congress, that 
it depends upon Congress for their annual appropriations was 
OFHEO, the late, unlamented regulator of Fannie and Freddie. 

And it appears that OFHEO was completely captured by Fannie 
and Freddie. Fannie and Freddie clout really prevented them from 
getting the resources that they needed and OFHEO was perhaps 
the most captured of all the regulatory agencies. 

The OCC sets a high bar for capture, but it appears that OFHEO 
truly was Fannie and Freddie’s monkey. They got exactly what 
they wanted from Fannie and Freddie. 

Other oversight, Mr. Cordray — do you have an Inspector Gen- 
eral? 

Mr. Cordray. Yes. Actually, last year, uniquely, we were subject 
to two Inspectors General because we were both in Treasury with- 
out a Director, but also within the Fed and by statute. 

Going forward, we are subject to the Inspector General of the 
Federal Reserve. We have had meetings with the Inspector Gen- 
eral, a very capable individual, with a very capable team. And they 
will have full access to information to assess our performance. 

Mr. Miller of North Carolina. Did they review your budget 
submissions, your budget submission? 

Mr. Cordray. I am not certain of that, but my staff could tell 
you. 

Mr. Miller of North Carolina. But they certainly can review 
your budget? 

Mr. Cordray. They can review anything they want to review. 

Mr. Miller of North Carolina. All right. Under the IG stat- 
ute, the Inspector General statute, the head of the agency is pro- 
vided all IG reports, but also Congress. Is that correct? 

Mr. Cordray. Correct, yes. 

Mr. Miller of North Carolina. So we will get a copy of any 
IG report? 

Mr. Cordray. Yes, sir. 

Mr. Miller of North Carolina. How about the effect of the 
APA? Are you subject to the APA for rulemaking, the Administra- 
tive Procedures Act? 

Mr. Cordray. We are and therefore it is subject to review by the 
courts. 

Mr. Miller of North Carolina. Okay. So there is a notice of 
proposed rulemaking, there is a comment period, and there is a 
final rule and comment after that as well? 

Mr. Cordray. I don’t know that there is comment after the final 
rule, but we are subject to all those same processes. 
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Mr. Miller of North Carolina. And then, there is a judicial 
review after that? 

Mr. CORDRAY. Yes. 

Mr. Miller of North Carolina. How about for any — there was 
some reference on the other side to sanctions that the CFPB might 
have imposed and it sounded like it was an “Off with your head” 
kind of power. But are you subject to contest the case procedures 
under the APA for sanctions, any fines that you imposed? 

Mr. CORDRAY. Sir, everything we do, anything we do that con- 
strains anyone is subject to judicial review if they want to chal- 
lenge it in court. And we would be held to all of those procedures. 

I should add in response to your question about our rulemaking 
process, we are subject to some special constraints as well that are 
unique to us as a banking agency. No other banking agency is sub- 
ject to SBREFA panels to consider the impact on small providers 
of our rules. There are only two other agencies in government sub- 
ject to that. And so, I think that there is considerable oversight of 
our rulemaking. 

Mr. Miller of North Carolina. Have you heard any problem 
at the Federal Reserve Board or the FDIC or the OCC — that they 
were spending entirely too much on paper clips? 

Mr. CoRDRAY. I have never heard that allegation, and I hope I 
will never hear it about our Bureau as well. 

Mr. Miller of North Carolina. Okay. I yield back. 

Chairman Neugebauer. I thank the gentleman. 

And now the gentleman from Florida, Mr. Posey, is recognized 
for 5 minutes. 

Mr. Posey. Thank you very much, Mr. Chairman. 

Mr. Cordray, you mentioned in your remarks that one way to be 
assured that you would be held accountable is that you were going 
to face a couple of audits. I would hope that you would know, as 
most of us know, that audits will tell you if any money was bla- 
tantly stolen — in the classic sense of the word, if anybody took cash 
or equipment. 

But they don’t generally tell you how efficient an agency is or 
how well taxpayer dollars are spent or if agencies plunder the pub- 
lic, the Trust, and the Treasury by overpaying employees and giv- 
ing exorbitant bonuses that aren’t necessary and aren’t earned and 
things like that. You usually don’t see those in audits. 

Audits didn’t work with the SEC when 20-some investigators and 
30-some examiners and untold members of management or maybe 
those numbers are reversed, it is not really important, turned a 
blind eye to Bernard Madoff for over a decade after they were given 
an open-and-shut case. 

Audits didn’t care about the poor victims of the MF Global scan- 
dal. And audits have not yet exposed, and there has been no pros- 
ecution for the crony capitalism of the crooked deals like Solyndra 
that have burdened our taxpayers unnecessarily. And so, my ques- 
tion to you is, do you plan to actually prosecute any wrongdoers, 
and if so, how and when? 

Mr. Cordray. Sure. And let me say a couple of things. First of 
all, I didn’t mean to misspeak. I don’t mean to suggest that the two 
audits here, even though it is more audits than the other banking 
agencies are subject to, are sufficient oversight. 
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I do think that the active oversight by Congress, as exemplified 
by having me testify here today — and I testified in front of the 
House Oversight Committee a couple of weeks ago — and I assume 
we will be here frequently. I think that is entirely appropriate. I 
welcome that. That is an important part of the oversight as well. 

In terms of the issue you raised in your opening statement, and 
I think it is an important issue to raise, is what is being done to 
hold people accountable for violations of law in the financial mar- 
ketplace? That is something that our Bureau has the authority to 
do. 

We are under way in our Enforcement Division, which I headed 
up before being appointed as Director. I can say that there are a 
number of investigations we have inherited and they are working 
in a coordinated way with other agencies. 

And a number that we have initiated ourselves, I can’t, of course, 
give details on those. But we take very seriously our obligation to 
require people to comply with the law. And when they don’t, we 
will take action. It will be strong action. It will make sure that con- 
sumers as much as possible are recompensed for the harm that was 
done to them by a violation of the law. 

And I see that function particularly important as supporting all 
the other responsible businesses in that market who themselves 
are not violating the law, who are very careful to comply with the 
law. 

Often, it costs them money to do that. It means they can’t cut 
corners and cut costs in some ways that the violators do. It is un- 
fair competition. And so, I think when we enforce the law 
evenhandedly and reasonably, we support all the good businesses 
in that marketplace, and typically, they welcome that. 

Mr. Posey. Do you expect and should we expect any subprime in- 
vestigations and prosecutions? 

Mr. CoRDRAY. I want to be careful here because I know I am not 
supposed to talk about ongoing investigations or give any details 
or potentially move the markets by saying something that I 
shouldn’t. 

What I would say is if you or your staff have particular areas of 
concern that you want to bring to our attention, we are all ears. 
We are interested in that perspective, not only from you all who 
hear a lot from your constituents that we may not hear although 
we hear a lot from the same people but also from the public at 
large. We have a whistleblower portal on our Web site now. 

Mr. Posey. I only have a minute left. 

Mr. CoRDRAY. I am sorry. 

Mr. Posey. Do you plan on overseeing errant regulators? We 
have errant regulators whom I think have gone way beyond the 
scope of their authority and have caused havoc in our community 
banking industry. And there seems to be an inability of the agen- 
cies to rein them in. 

Mr. CORDRAY. I would say this, first of all, I think our primary 
responsibility is that we not become some sort of errant regulator 
ourselves, and I think that is important. And I want to hear from 
you if people are bringing to your attention ways in which we are 
erring in that regard. 
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We don’t have the authority to control other regulators, per se, 
but we work with them, we collaborate with them, and we also col- 
laborate and work cooperatively with State regulators in a lot of 
these areas. 

So to the extent we can set an example by working with them 
to make sure that things are being done appropriately, we will. Be- 
yond that, I do want us to treat community banks and the smaller 
institutions appropriately, recognizing that their different size, 
their different model, and their community roots often make them 
very different from the largest institutions and we want to try to 
preserve and encourage that model. 

Mr. Posey. Thank you. I see my time is up. 

Chairman Neugebauer. Thank you. 

Mr. Ellison is now recognized for 5 minutes. 

Mr. Ellison. Thank you, Mr. Chairman. 

I would like to yield 15 seconds to Congressman Miller. 

Mr. Miller of North Carolina. Thank you, Mr. Ellison. 

I would like to ask unanimous consent to place in the record the 
OCC’s justification for Fiscal Year 2013, a 23-page document ex- 
plaining how they expect to spend a little more than $1 billion. 

Mr. Fitzpatrick [presiding]. Without objection, it is so ordered. 

Mr. Ellison. Thank you. 

Thank you, Mr. Miller. 

Mr. Cordray, could you talk about how consumer protection fig- 
ures into safety and soundness? 

Mr. Cordray. Thank you. Congressman. It is a subject that we 
have all been thinking a lot about at the Bureau because one of the 
premises of Dodd-Frank was that consumer protection in the finan- 
cial marketplace was largely — “ignored” is maybe too strong a 
word — ^but it was a lower priority for the existing Federal regu- 
latory agencies because their primary focus, appropriately so, since 
this was their mandate, was on safety and soundness. 

And so, there were issues that just got missed or didn’t get 
enough attention. Mortgage servicing, as was described earlier, is 
a tremendous example. A lot of the practices in the mortgage mar- 
ket that in fact, looking back on, led to and precipitated the finan- 
cial crisis, were caused in part by the fact that people were not fo- 
cusing on what was happening with the actual consumers. 

To me, safety and soundness and consumer protection go to- 
gether. They go in tandem in the following way: Safety and sound- 
ness sort of takes a snapshot of an institution at a point in time 
and looks at its books, looks at its capital reserves, looks at its on- 
going revenues and the like, and looks at the risks. 

But you can’t really get a good picture of safety and soundness 
if you aren’t looking at how that institution treats its customers 
over time, and whether that is a sustainable business model or 
whether it is taking advantage of customers in the short term in 
ways that cannot be sustained in the future. 

So, for example, when you give loans to people and you do not 
require any documentation of income and you do not require any 
kind of underwriting standards to be met, you can make that loan, 
and for a moment, it will look okay on your books. But over time, 
that loan is not going to succeed and you will not be a safe and 
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sound institution. Why? Because you are mistreating your cus- 
tomers in ways that cannot he sustained. 

So, to me, consumer protection is an important part of this. As 
we work to protect consumers, I think we will help strengthen the 
financial system and strengthen the economy. We want people to 
he treated in ways that are sustainable over time for them and for 
the institution. That is good business, that is the way most busi- 
nesses look at how they do their work, and that is part of what I 
think the reforms in Dodd-Frank were intended to accomplish. 

Mr. Ellison. Thank you. Also, the chairman, before he left, held 
up two documents: one appears to be your budget justification, 
which looks like some white pieces of paper stapled together; and 
the other one is a thick color-coded document. 

If you redirected the resources of your office, could you come up 
with a big, fat, shiny, fancy document that might please some peo- 
ple in this committee? 

Mr. CORDRAY. I — 

Mr. Ellison. You don’t have to answer that. 

Mr. CoRDRAY. Yes, it is always a question of how much detail 
and how much presentation do you provide and whether that is the 
best use of your resources. 

Mr. Ellison. What do you think, Mr. Cordray, about simplicity? 
I remember talking about the — in the health care debate, a lot of 
my friends on the other side of the aisle were going on and on 
about how thick it was. And now, we get a thick document and 
they don’t like that. 

So, I am just trying to figure it all out and this is not a question, 
just sort of help trying to figure out when is a big, fat, thick docu- 
ment a good thing and when is it a bad thing? 

If it helps consumers get simplicity and frugality help for some- 
thing, I don’t know. I am just asking a question for all of us to pon- 
der. I am sorry. 

Mr. Cordray. I know before your old project, we were trying to 
streamline the mortgage forms, trying to streamline credit card 
agreements, trying to streamline student loan forms so that con- 
sumers can really understand the most important information that 
they really want to know before making a choice. I think simplicity 
counts. Maybe there are times where length counts but we are 
happy to take guidance on that as we go. 

Mr. Ellison. Right. And we you did point out there that part of 
what you are doing is trying to make documents shorter and sim- 
pler, and this is part of the mandate, that this is an important 
function. 

Let me ask this: If the CFPB funding were subject to appropria- 
tions and could be significantly cut, what do you think the impact 
would be on our servicemembers, older Americans, and consumers 
generally? 

Mr. Cordray. We will look again. We start from a budget that 
is capped unlike every other Federal banking agency. It is capped 
at a much lower level than the other Federal banking agencies. Of 
course, we have different functions, they have different functions. 

But if we were forced to make really tough choices, can we pro- 
tect servicemembers, would we have to choose between them and 
older Americans, would we have to choose between trying to fix the 
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problems in the mortgage market or taking a closer look at things 
like payday lending or credit cards or student loans, all of which 
are problems in various ways and pose issues for consumers. 

Those will be pretty tough choices to have to make. And we will 
have to make them because we have limited resources as it is. But 
to cut our budget tremendously would really cripple our ability to 
protect consumers and the marketplace. 

Mr. Ellison. I have to yield back, Mr. Cordray. Thank you very 
much, and I am absolutely overjoyed that you are in the role you 
are in. 

Mr. Fitzpatrick. The Chair recognizes the gentleman from Dela- 
ware, Mr. Carney, for 5 minutes. 

Mr. Carney. Thank you, Mr. Chairman. Thank you for having 
this hearing today. 

Mr. Cordray, it is good to see you again. We met in my office 
some months ago. I am delighted to see you as the Director of this 
new Bureau. I think you were the Chief of Enforcement at the time 
we had a conversation about your priorities, and I want to get to 
that in a minute, but I also want to start with some conversation 
about the budget. 

So, your budget is tied to the Fed’s operating budget at 12 per- 
cent. You mentioned that you spent $350 million, or thereabouts, 
in 2012, and something over $400 million in 2013. Your cap would 
have been $597 million, if my numbers are right. 

How do you see yourself budgeting in the future? My orientation 
is State government like yours and I am pleased that you bring 
that experience to the table here. 

How do you see yourself budgeting and staying within the budget 
that you have in the years to come? 

Mr. Cordray. Congressman, it is a great question. It is a chal- 
lenge for us as it is a challenge for any agency. Although most are 
not subject to a budget cap, they may be subject to caps imposed 
by the appropriations process. 

I think we will do it in the same way that I did it when I was 
attorney general in Ohio, when I was a treasurer in Ohio, the same 
way you did it in the different offices you served in, in Delaware, 
where you were subject to oversight by the legislature there, which 
is we have — 

Mr. Carney. And the budget director, the governor’s budget di- 
rector. 

Mr. Cordray. Absolutely, and the Secretary of Finance perhaps. 
But we will have to set priorities, we are doing that. We have obvi- 
ously had to do that already. We will look carefully at the mission 
that we are trying to carry out, the objectives Congress has set out 
for us, that is our touchstone, what is it that Congress has told us 
to do because that is the law we are obliged to carry out. 

We will look at the progress we are making in different areas. 
Sometimes, things become priorities because you think you can 
achieve something faster. Sometimes, you recognize you need to 
study it, probably know more about it before you go folding in. 

We will look at the input that we are getting from you and your 
colleagues. You are hearing from the same people that we hear 
from. 

Mr. Carney. Absolutely. 
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Mr. CoRDRAY. You are serving the same people we serve, so your 
insight into whether we are addressing the kinds of problems we 
should be addressing or whether we are missing things that will 
inform us. But it is an iterative process; it is something we will 
learn from as we go. 

Some of the things we start with are mandated for us, so we 
don’t really have a choice, although I think that there are good 
choices Congress made. Fixing a number of specific problems in the 
mortgage market is going to take up a lot of our rulemaking time 
over the next year. 

Obviously, examining these institutions to make sure that they 
understand what is expected of them and what the law requires 
and that they are carrying that out is a very important function 
and that encompasses many of our personnel. 

Mr. Carney. Let us talk about a couple of those areas that you 
and I talked about some time ago. One other concern that I hear 
from my constituents is payday lenders, these basically high-risk 
individuals who are trying to get access to loans. What is your ap- 
proach going to be and do those clients of lenders — nonbank lend- 
ers, if you will — where does that fit in your priority and what is 
your approach going to be? 

Mr. CoRDRAY. It is a key part of our priorities because Congress 
told us that it needs to be. Congress told us that in some of these 
markets, you have banks and nonbanks competing directly against 
one another, but they are under very different regulatory regimes. 
That is not appropriate. And it is part of the system that was bro- 
ken before. 

There are other markers where it is virtually all nonbanks and 
you don’t have much in the way of a bank competition. Those mar- 
kets matter a lot to consumers as well. 

So, for example, we conducted our first field hearing in Bir- 
mingham, Alabama, last month on the topic of payday lending. We 
are looking carefully at how those products work. We understand 
and acknowledge and we heard a lot of testimony that there is a 
strong demand for short-term consumer loans in our society, that 
is a real need people have. 

What we want to make sure is that the products that are ful- 
filling that need are actually helping consumers rather — 

Mr. Carney. So how do you draw that line? We had a hearing 
right here about just that subject. 

Mr. CoRDRAY. Yes. 

Mr. Carney. And there are basically poor people who are trying 
to get from here, from this week, the next week or whatever it 
might be, but the annual rates are off the charts even with the 
pilot program the Treasury has? 

Mr. CoRDRAY. Yes. 

Mr. Carney. How do you strike that balance, I guess, and what 
do you — ? 

Mr. CoRDRAY. It is a tough issue in some ways and that is part 
of why we started with the field hearing to try to gather a lot of 
input. We got a balanced input on both sides of the question: pay- 
day lenders themselves as well as customers who like the product; 
and others who were critical of the product and have seen some of 
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the devastating consequences for some people of getting trapped in 
the debt cycle. 

One of the things we think there is a need for is to try to foster 
competition in the small-dollar loan market. Some of the banks are 
providing products. We want to scrutinize those carefully. 

But if they are good products, maybe they will help ease some 
of the strain of this. It is something to which frankly, we don’t have 
all the answers. That is why we did a field hearing. We are going 
to continue thinking about it. We are interested in input from you 
all and your perspectives to help inform us. 

But some of these are not the easiest problems in the world to 
figure out. 

Mr. Carney. Thank you very much for your hard work. You have 
a tough job. We wish you well and hope that your door and your 
phone will remain open to us as we hear from — as you say, these 
are our constituents, and I look forward to working with you. It is 
great to see you today. 

Thank you. I yield back. 

Mr. Fitzpatrick. Thank you. I recognize the gentleman from 
Texas, Mr. Green, for 5 minutes. 

Mr. Green. Thank you, Mr. Chairman, for the recognition. I also 
thank the chairman and the ranking member for the opportunity 
to sit with the subcommittee today, as I am not a member of the 
subcommittee. 

Mr. Director, welcome to the committee and, hopefully, this will 
be one of many visits that you will make. 

The debate today and for some time now has really been about 
how independent the CFPB will be. It is really about independence. 
And in this country, we decide that certain agencies — because of 
the sheer importance that they hold in the orderly function, 
functionality, if you will of the country — we decide how inde- 
pendent they will be. 

We decided that we wanted our Judiciary to be exceedingly inde- 
pendent; hence, they are appointed for life. Federal judges are ap- 
pointed for life, conditional to good behavior. They can be removed, 
but the appointment is for life. Assuming that they behave them- 
selves, they will be there for life, unless they choose to do other- 
wise. 

So, it is not unusual for us to have agencies and offices with a 
great amount of tenure. 

The Comptroller General who heads the GAO is appointed for 15 
years. That is because we want independence. 

This agency, in my opinion, merits a great deal of independence 
given what we went through with the debacle as it relates to finan- 
cial institutions and the crisis from which we are still recovering. 

But notwithstanding the independence that I believe you have 
and should have, there is still accountability. 

You are appointed by the President for 5 years, and you can be 
removed for cause. You have to testify before Congress semi-annu- 
ally. You have an annual GAO audit. Your enforcement measures 
can be appealed, meaning enforcement against some party. That 
party has a right to take it before the courts and have an inde- 
pendent judge make a decision as to whether or not what you have 
done was correct. 
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Your actions are subject to judicial review, meaning, if you imple- 
ment some sort of rule, that can be reviewed in the judicial system. 
You have other regulators that can literally veto your actions, such 
as the FSOC. Any member of the FSOC can petition to veto an ac- 
tion that you might take. 

No other agency, as I understand it, has other agencies that can 
override the rules and regulations that they promulgate. 

Mandatory rulemaking consultation: you can’t just decide to do 
something as it might appear based on some of the things that we 
have heard. You are forced to consult with the Federal banking 
agencies before you produce a final product. 

And you have to perform a cost-benefit analysis of your rules. 
You are required to conduct a cost-benefit analysis of all proposed 
rules. 

There seems to be a fair amount of checks and balances in the 
process. 

But in the final analysis, if I don’t like the idea of a CFPB, then 
I don’t want you to be independent. I want you to have to report 
to me. I want to control your budget. I want to determine whether 
you can have an appointment of 5 years or some smaller amount 
of time. 

On the other hand, if you believe as I do, that 3/27s and 2/28s 
didn’t help consumers, if you believe that prepayment penalties 
that coincide with teaser rates were abhorrent at that time, and if 
you believe that no-doc loans and certain other products that were 
promoted and produced were detrimental, then, you probably want 
to see someone looking out for the consumer, someone whose job 
it is to put the consumer first. 

The prudential regulators had the opportunity to do this. They 
had every opportunity. And this is not to demean them in any way. 
But it is to say that history shows a need for what you do and what 
you are about to do. 

So, I thank you for accepting the challenge. I believe you ought 
to have independence and I look forward to your many visits in the 
future. 

I yield back. 

Chairman Neugebauer. I thank the gentleman from Texas. And 
the gentlewoman from New York, Mrs. Maloney, is recognized. 

Mrs. Maloney. I want to thank the chairman and the ranking 
member for calling this important hearing and for recognizing me. 
I am not a member of this subcommittee, so you are giving me a 
great honor and privilege. Thank you so much. 

First, I would like to welcome Mr. Cordray, and really observe 
that during this entire confirmation process where there have been 
many challenges and obstacles put in place, none of the criticism 
in any way, shape, or form has been directed towards your life in 
public service, your commitment to doing the job, or your qualifica- 
tions. You are really able to do the job, and everyone thinks you 
are great. 

And I would like to add my voice to that, and add my concern 
that for the first time in my lifetime, I have seen the confirmation 
process used as a way not to confirm a person but as an attempt 
to change the underlying bill, in this case, the creation of the 
CFPB. 
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A number of my colleagues on the other said of the aisle and the 
Republicans in the Senate have publicly said, and said in writing, 
that if we would change the underlying bill, which they were not 
able to achieve in a vote in Congress or in the Conference Com- 
mittee, then Mr. Cordray would be confirmed. 

I believe it is a severe abuse of a confirmation process. The con- 
firmation process should center on the qualifications of an indi- 
vidual, not on attempting to change the underlying bill. 

But I would like to return to the subject of today’s hearing and 
the budget. As I understand it, the CFPB’s budget is capped at 
$557 million for Fiscal Year 2012. Do you anticipate using all of 
that? And do you happen to know what the budget cap is or what 
the budget is for the OCC, the FDIC or the FHFA? 

Also, I understand that you are the only regulatory agency that 
does have a budget cap. Could you clarify and comment on those 
questions? 

Mr. Cordray. Sure. Thank you. Congresswoman, for the com- 
ments and the questions. 

First of all, we do not anticipate spending through our budget 
cap either this year or next year. We are building up, as you know, 
as a start-up agency, building up from really zero as of July 2010 
when Dodd-Frank was enacted. 

So, it will take us some time to get a steady state. 

We are the only banking agency whose budget is capped on a 
hard cap. It is lower than the budget of the OCC, the FDIC, or the 
Federal Reserve. We are a fraction of the Federal Reserve. 

There are some different functions that agencies perform cer- 
tainly. But there are some different functions we are expected to 
perform such as overseeing and supervising nonbank firms in a 
number of financial fields that are not touched by the other regu- 
lators at all. And, of course, the consumer protection function is one 
that I happen to believe Congress, obviously, believed is incredibly 
important. It is important to protect consumers. I think it is impor- 
tant to protect responsible businesses that do compete fairly in 
these markets. 

And I think that attention will strengthen our economy by avoid- 
ing the kinds of problems we saw that lead to the financial melt- 
down, the kinds of irregular mortgage practices that Congressman 
Green was just detailing a moment ago that should not have hap- 
pened and, I believe, would not have happened or not have metas- 
tasized to the point they did had the Consumer Bureau been in 
place 10 years ago. 

Mrs. Maloney. Thank you. I join some of my colleagues in really 
believing that consumer protection is a very, very important part 
of the safety and soundness of our financial institutions. And, cer- 
tainly, we need safety and soundness. We need these services for 
our economy. 

But as you pointed out earlier, the subprime crisis was a threat 
to consumers and also to the overall economy of our country. 

So, my question is, what are you doing now or what has the 
agency done to help fix the mortgage industry to promote trans- 
parency and to help curb servicing abuses? 

Mr. Cordray. Thank you. That is, in some respects, our single 
highest priority, in part, because Congress told us it should be; in 
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part, because we can look at the financial crisis and see what 
caused it; and in part, because that is the single biggest expendi- 
ture many consumers make. 

We are going to be adopting a number of rules that Congress has 
told us to put in place to address some of these abuses, to make 
sure loans are made with ability to repay in mind, to make sure 
that mortgage servicer statements are given periodically and that 
they do disclose the kinds of fees and up-to-date status on where 
your mortgage is. Many people have received very little commu- 
nication in that regard. 

There are other protections we are going to be putting in place 
to address the mortgage servicing problems that have been widely 
documented, very severe problems. GAO has documented them. 
The other banking agencies have recognized now that there were 
abuses going on for years; and that they have hurt consumers and 
hurt the system. 

And, actually, as you say, consumer protection issues that be- 
came safety and soundness issues because they began to loom so 
large and were so widespread and had been unaddressed for so 
long. 

So, this is a high priority for us. 

We also have examination over both bank and nonbank mortgage 
servicers now going forward. And we have the authority to enforce 
the law, which is a very important thing as well. 

Mrs. Maloney. Thank you. I think that is a tremendous step for- 
ward. I think all of us can agree on both sides of the aisle. 

And just in closing, I have a tremendous amount of respect for 
my colleagues on the other side of the aisle who run for office and, 
certainly, for people who serve in government to put your ego, your 
reputation, and, in many cases, the finances of your family to take 
tremendous hits to serve this country. And I really applaud public 
servants. 

I thank you for what you are doing, Mr. Cordray. And I just real- 
ly appreciate it. It is meaningful and important for the overall 
economy, the safety and soundness of our economy, and really the 
protection of consumers, too. 

So, thank you very much. 

Mr. Cordray. Thank you. 

Chairman Neugebauer. I thank the gentlewoman. We are going 
to do another quick round here. 

Mr. Cordray, I want to go back to kind of something I was talk- 
ing about earlier. I am looking at, I believe this might be the cur- 
rent plan, the budget justification for 2013. And, I believe, it shows 
that you estimate that you are going to have 1,359 employees by 
the end of 2013, if I am reading that correctly. Is that correct? 

Mr. Cordray. Correct. 

Chairman Neugebauer. And so, what do you think the total 
number of employees will be at the Consumer Financial Protection 
Bureau? Were you maxed out at say, 1,400 people? Is that where 
you are headed? 

Mr. Cordray. I am not certain how to answer that question at 
a specific number level. I think we are getting into the range by 
the end of 2013 of what we — first of all, of what we can actually 
do under our budget cap. 
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And also, second, I think in having the resources we need to per- 
form the responsibilities that Congress has laid out for us. 

So, I think that at the end of 2013, we will be getting probably 
pretty close to the limits of our resources. And we are going to have 
to make those stretches and make sure we are doing the job we are 
supposed to do. 

Chairman Neugebauer. And so, I will go back to this planning 
process. If this is your planning document, how did you determine 
that 1,400 is the number? 

Mr. CoRDRAY. We have a detailed and iterative process within 
the Bureau. And, frankly, I would say very candidly that we are 
getting better at this as we go along. Every division is required to 
assess, analyze; look at the work that they have ahead of them; put 
forward their projections in terms of what they need in terms of 
hiring. That is scrutinized by the chief operating officer and their 
team. It is a very experienced team, a very capable team. 

We had sort of a staff estimate process that we went through in 
the fall. It took a number of months and there were some tough 
discussions. There were people who wanted things who were told 
“no.” 

Some of the things that we recognized were important weren’t 
immediate priorities for the Bureau, so we had to make choices. I 
think this goes on in any organization, whether public sector or pri- 
vate sector, and it goes on for us as well. 

I think the ultimate measure is whether if you match up the re- 
sponsibilities Congress has told us by law we have to carry out and 
match up the way in which we are spending our resources and 
what the employees are actually devoting their time to, whether 
those correspond and I think that is what the GAO said. At that 
stage, they thought that we were doing that very well but it is 
something that is a challenge for us, and obviously goes to the re- 
sponsibility that we are talking about today. 

Chairman Neugebauer. I would love for you to furnish to the 
committee those departmental analyses of how you got to those 
numbers. I think that would maybe help us to better understand 
the objectives, because quite honestly, it is really kind hard at this 
particular point. 

I understand you are new in that position, but a huge amount 
of resources are committed, you are committed, and obviously, if 
you are going to have this many people, you are going to have to 
find space for those people, so I think it would be extremely helpful 
for the committee to have the background documents on how you 
are going to get to those numbers, and what those people are going 
to be doing and what level of business expectation that you have 
for those people. 

In other words if you are hiring people to be in the call center 
or something like that, how many calls that those individuals 
would be expected to have. So I assume you would furnish that? 

Mr. CoRDRAY. Yes, and in fact if you look at the budget justifica- 
tion that we just put out, which I think is the document you are 
looking at, there is considerably more detail there then there was 
in the first year. 

A lot of it is going into what we are doing to build an institution; 
what we are doing to deliver tangible value, and what some of our 
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accomplishments were. It goes through, and there are specific de- 
scriptions of what is going on in supervision and fair lending; what 
is going on in consumer education engagement; what is going on 
in research-markets regulations. 

I do expect that detail to become fuller and even more com- 
prehensive as we go along, but in the meantime, if your staff wants 
to work with our staff to make sure that they think that they have 
the kind of insight and information about what we are doing and 
why, I think that is totally appropriate, and we will be glad to 
work with you and provide that. 

Chairman Neugebauer. I want to ask one last question. There 
has been some discussion, and in fact I think the chairman of the 
full committee has introduced a piece of legislation that rec- 
ommends that rather than going from a single Director who has 
very broad authority on rule making and making these decisions, 
that you switch to, say, a CFTC model where you have commis- 
sioners and that you have more than one person making those deci- 
sions. 

You have the benefit of multiple people so that when a rule or 
a change in the direction of determining whether a financial is 
predatory or not, one person is not making that decision. Would 
you agree that having a panel or a group of people would give 
some — one, I think could make the system better but certainly for 
those people who are being regulated and for the people who are 
relying on good decisions to come from this agency, that the mul- 
tiple-panel scenario makes sense? 

Mr. CORDRAY. It is an interesting question. Congressman. I un- 
derstand it was debated, Mr. Chairman, very extensively in Dodd- 
Frank itself; and so there are four main banking agencies now in 
the Federal Government. There is also the NCUA, but of those 
four, two are headed by a single official, our Bureau and the Comp- 
troller of the Currency, the same model. Two are headed by a 
Board or a Board of Governors, in the case of the Federal Reserve. 

And so, obviously organizations can function differently at dif- 
ferent models — 

Chairman Neugebauer. I know the history, Mr. Cordray, I have 
to ask, do you support that? Yes or no? 

Mr. Cordray. I actually think that having a single Director 
makes me more accountable to the Congress. If I come up here, I 
am responsible for what we do. I can’t say, well, there are three 
others on the commission who feel this way or that way. 

It is a model. When I was a State treasurer and State attorney 
general in Ohio, I was singularly accountable for what I did, and 
so, I see the advantages of that model. There are also advantages 
to the other model. Whatever Congress does, we will carry out that 
law. 

Chairman Neugebauer. So your opinion is that you being in 
charge is a better model? 

Mr. Cordray. It is the same model as the Comptroller of the 
Currency, it is a 100-year-old model and nobody is proposing to 
change that. I don’t hear anybody suggesting that here today. It 
seems to work for them and I think it will work for us. 

Chairman Neugebauer. So that is a “yes,” correct? 
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Mr. CoRDRAY. Again, whatever you all decide to do as to our 
structure, we will carry it out. I will say it is a big job. It is a hard 
job but I have come to see that, and I don’t know that I fully appre- 
ciate it yet. 

We have a team approach at the Bureau. We have a team of sen- 
ior executives who are excellent. I rely on them heavily. I think you 
would be crazy to try to run an organization like this if you didn’t 
do it that way. They are all accountable to you as well and you can 
speak to them at any time. 

We have broad experience from the public and private sectors 
there but whatever model you would give us, whatever the law is, 
that is what we will carry out and we will do it cheerfully. 

Chairman Neugebauer. I recognize Mr. Fitzpatrick for 5 min- 
utes. 

Mr. Fitzpatrick. Thank you, Mr. Chairman. 

Mr. Cordray, I also want to thank you for your service both in 
Ohio and now to the country. And I agree with Mrs. Maloney, you 
are making a sacrifice and I am sure you understand that our obli- 
gation here, not just on this committee but in Congress, is to make 
sure that we are watching the dollars and that for every dollar that 
our residents, our constituents and folks back home and taxpayers 
send here, they get a dollar in value in return. 

Are you familiar with the principles and the procedures of per- 
formance based budgeting? 

Mr. Cordray. I am. I first became familiar with those when I 
was the county treasurer in Franklin County, Ohio, and found that 
when we went into our budget process, it was something that I had 
not known before because I had not been an executive before. We 
found it very useful. It turned out when I was in the State office 
that was being used, and the legislature was holding us account- 
able for that. More and more I understand it has now been a Fed- 
eral Government model for at least a decade or more. 

Mr. Fitzpatrick. In Fiscal Year 2011, before you ran the agency, 
was the agency engaged in the use of performance based budg- 
eting? 

Mr. Cordray. In a manner of speaking, that is what we were 
working toward when we were in our very first year. It was dif- 
ficult to implement that in a meaningful way because obviously, 
the year before we didn’t exist at all, and so, we didn’t have any 
objectives so then trying to measure us against non-existing objec- 
tives doesn’t make a lot of sense. 

I would say that within 3 and 4 years here, as we are building 
out and becoming more familiar and rendering a more comprehen- 
sive budget justification and like we want you to be able us to that 
and hold ourselves to that but it is for us it is a start-up process. 
That is my only cautionary note. 

Mr. Fitzpatrick. So in Fiscal Year 2011, when your agency, in 
excess of $160 million, for instance, was there a strategic plan in 
place? I just wanted the basics of performance based budgeting. 

Mr. Cordray. There was in a sense, in a rudimentary sense. It 
is not the kind of strategic plan that you should rightfully expect 
from us and that we are putting together now and it is something 
that we have been working on over the last several months and we 
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will be providing you. And I think that is a fair expectation of us 
going forward. 

Again, what I would simply say is put all this, please, in context 
of the fact that we started from nothing in July of 2010. We were 
an information team, not even an agency until July of 2011. We did 
not have a Director until January of this year which meant that 
quite a bit of what we are supposed to do under the law we could 
not under the interpretations in place at that time. So be patient 
with us but that is what we intend to do and I think it is fair for 
you to hold us accountable for doing that. 

Mr. Fitzpatrick. Looking back at 1 and IV 2 years, do you have 
any comment on the agency’s drawing on the reserve, I think it 
was an extra $28 million. We are about 28 percent over what was 
estimated. And how would the existence of a strategic plan have 
changed that? Would you have blown though that budget estimate 
with the strategic plan in place and how would that change going 
forward? 

Mr. CoRDRAY. There were some things that came up that were 
not anticipated and maybe couldn’t have been anticipated. And so, 
for example, it was mentioned earlier that we ended up with — I 
think, in the end, at this current count, it is 232 transfer employ- 
ees from other Federal agencies, including predominantly the Fed- 
eral banking agencies. 

The Federal Reserve contacted us and indicated that for those 
folks to transition into the Federal Reserve’s pension system, there 
was going to have to be a negotiation and an adjustment made 
which would result in a payment by us to them that was in the 
eight figures and that was part of what led to the revision of the 
budget at that time. 

There were also some IT needs. We have, as I said, been con- 
tracting with Treasury, that is the bulk of our expenses to provide 
IT and HR at a time when we really didn’t have them in place. We 
will be transitioning off of those. Some of those expenses were not 
fully understood or estimated at the outset when we were just get- 
ting started, and so, there was some of that in the first year. 

That is diminishing. I wouldn’t expect that to be true going for- 
ward, but I think that any time you see any kind of adjustment or 
difference it is highly appropriate for you and your staffs to call us 
in and talk to about it, and exert that oversight. And frankly, that 
will give me confidence that if you are satisfied with what we are 
doing, then I can be satisfied with — 

Mr. Fitzpatrick. There have been a number of comparisons be- 
tween the Bureau today and the OCC and the FDIC, but the dif- 
ference is the OCC and the FDIC can’t go and demand money with- 
in a day and receive it as the Bureau can, is that right? 

Mr. CoRDRAY. I actually don’t know how the FDIC and the OCC 
effectuate the transfer of funds and spend within their budget. I 
don’t know whether that is something they can do quickly or not. 
Once you — 

Mr. Fitzpatrick. One of the other distinctions — 

Chairman Neugebauer. Just very quickly because we don’t 
have — 

Mr. Fitzpatrick. Maybe that the dollars don’t affect the annual 
operating deficit of the Federal Government. I am looking at the 
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Fiscal Year 2013 budget that was delivered by the President this 
week. General fund receipts is a line item in the budget deposited 
by the Federal Reserve System, their earnings that paid down the 
debt or go against the annual operating deficit estimated this year 
to be about $81 billion, estimated for Fiscal Year 2013 to be $80 
billion. And so, it goes down by $1 billion. 

Is it fair to say that for every dollar your Bureau spends from 
the Federal Reserve, that is $1 less that will be returned to the 
Federal Treasury? So for every $100 million your agency spends, 
that is $100 million less that will go to pay down the annual budg- 
et deficit? 

Mr. CoRDRAY. I don’t know if that is the full picture or not. I 
know the Federal Reserve is unique because they conduct open 
market operations, they have assets, they make earnings on assets 
and the like and money comes back to Treasury. 

I don’t know if that is true of the OCC or the FDIC — 

Mr. Fitzpatrick. But is it true of the Bureau that for every dol- 
lar that you spend from the Federal Reserve, it is $1 in their earn- 
ings that will not be returned to the Federal Treasury? 

Mr. CORDRAY. What I know is, for example, our expenditures 
have not approached our budget cap, and so, we have not made the 
full demands that we could upon the Fed for funding. I don’t hap- 
pen to know exactly what the Fed then does with money that is 
not spent or whether it is returned to the Treasury or whether they 
hold it in and then use it in the next quarter or just what. 

I am not as familiar with the Fed’s — the details of their expendi- 
tures as I am with the Bureau. 

Mr. Fitzpatrick. I appreciate you being here. According to the 
President’s own budget, it is returned in earnings to the Federal 
Treasury. 

Mr. CoRDRAY. Yes. 

Mr. Fitzpatrick. So the dollars your Bureau spends are dollars 
not returned to the taxpayers. We just need to make certain that 
every dollar is accounted for and that every dollar is wisely spent. 
That is our obligation. 

Mr. CoRDRAY. Agreed. 

Mr. Fitzpatrick. Thanks for being here. 

Mr. CORDRAY. Agreed. Thank you. 

Chairman Neugebauer. Thanks, gentlemen. 

And I now recognize the gentlewoman from New York, Mrs. 
Maloney. 

Mrs. Maloney. One of the proposals that my good friends on the 
other side of the aisle are working very hard on is to make the 
CFPB subject to the appropriations process. 

And this is very troubling to me, because the other regulators — 
the Fed, the FHFA, the FDIC, the SEC — are not subject to the ap- 
propriations process. And the appropriations process oftentimes can 
become very political and it could be that it could result in signifi- 
cant cuts to your ability to help people. 

So I would like to ask you, what do you think the impact would 
be on your programs to service the Office of Servicemember Affairs, 
the Office of Older Americans, and for consumers generally? What 
is the impact on how you would be able to service them if the 
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CFPB did not have the capped budget — was subject to the yearly, 
daily appropriations spites that we are involved in? 

Mr. CoRDRAY. It is a good question, Congresswoman. I would go 
back to, I say, two things. 

First, I would go back to the debate over the original Dodd-Frank 
Act, and I know that this was extensively discussed and debated 
and the determination was made that the Consumer Financial Pro- 
tection Bureau, as a bank regulatory agency, should be treated like 
the other bank regulatory agencies. 

In some other cases, the Comptroller of the Currency — the Fed- 
eral Reserve — they go back to approximately a century and it has 
been determined over time that those should be nonpolitical in 
their budgeting and appropriations. 

I think the other issue that was raised earlier today which is the 
cautionary tale was OFHEO. OFHEO was an appropriated agency 
which was supposed to exert oversight over Fannie Mae and 
Freddie Mac. 

This Congress reviewed that situation and found it highly unsat- 
isfactory in the last decade, and therefore moved to a model where 
the FHFA is now the overseer of Fannie Mae and Freddie Mac and 
is not subject to appropriations because they found that the 
politicization of the OFHEO mission had impeded its ability to 
oversee these large and sophisticated and quite powerful financial 
institutions. 

We are now overseeing from the consumer protection standpoint, 
some of the largest and most sophisticated financial institutions in 
our country. Several of them have assets in excess of $1 trillion. 
Doing the same kind of work with a different emphasis as our fel- 
low banking agencies, it feels to me we should probably be on a 
par. And if we are not on a par, it is dangerous to the confidence 
with which people could expect to us to carry out our work. 

Mrs. Maloney. Thank you. 

Also, could you comment on the oversight of the Eed’s IG on your 
agency, the CEPB? And can you talk about how much is the IG in 
contact with you and your staff, what types of activities the IGs of- 
fice looks at and what the IG has found in any report or investiga- 
tion the office has completed? 

Mr. CoRDRAY. Sure. 

The Inspector General model is a new model to me because I 
don’t have background and experience with the Eederal Govern- 
ment before coming to this Bureau. At the State level, we were al- 
ways subject to oversight by our State auditor and they had the 
ability to come in and look at any aspect of our operations. 

They could set the priorities — that was entirely appropriate. And 
we always worked very closely with them, not only because we 
thought it was important to have clean audits for the public’s trust 
and confidence, but also because that was a measure of whether we 
were doing things right. 

And if there were disagreements about how to do something, we 
would typically defer to them. At this level, my understanding, the 
Inspector General is — it is a broad authority to give the public and 
the Congress confidence that we are operating appropriately and 
effectively and efficiently. 
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We will be an open book to our IG. We already have been open 
to both the Treasury and Fed IGs who both oversaw us last year. 

We have met with the Federal Reserve’s Inspector General, who 
is our IG — impressive individual; impressive staff; obviously going 
to take their work very seriously. I take it seriously as well. 

I have let them know that they should bring anything they want 
to my attention personally at any time. I would be accountable in 
that way. And I think Congress obviously will look very carefully 
at their work — 

Mrs. Maloney. My time has almost expired. I do want to know 
to what extent is the CFPB subject to Federal contracting procure- 
ment and other laws. And is it comparable to other similar agen- 
cies? Are you subject to the procurement laws of the Federal Gov- 
ernment? 

Mr. CoRDRAY. We are, again, analogous to the other banking 
agencies. We are an independent agency, not part of the Executive 
Branch, per se. We are closer to Congress, but we are, again, akin 
in that respect to the other Federal banking agencies. 

Mrs. Maloney. So, are they subject to the contracting procure- 
ment laws of the country? 

Mr. CoRDRAY. I know that we are subject to procurement laws 
and the constraints and I believe they are the same ones as the 
other banking agencies. 

Mrs. Maloney. Thank you very much. I yield back. Thank you. 

Mr. Fitzpatrick. I recognize the gentleman from Florida, Mr. 
Posey, for 5 minutes. 

Mr. Posey. Thank you, Mr. Chairman. 

Just a follow up on a question from earlier in our first round — 
did you indicate you plan to seek criminal and civil penalties for 
wrongdoing? 

Mr. CoRDRAY. Congressman, we do not, under our statute, have 
the authority to bring any criminal actions. What we are author- 
ized to do and in fact told to do by our statute is if we uncover any 
conduct that we believe could be criminal in nature, we are to refer 
it to the Department of Justice which I think is akin to what you — 

Mr. Posey. Yes, because most of the people I represent, they re- 
sent the civil penalties without criminal penalties. They don’t like 
to see the big, rich people who are exploiting them buy their way 
out of this stuff. 

And I know the agencies like to levy the penalties there because 
then they have it as revenue. It doesn’t go directly back into the 
Treasury like it should. And I hope that someday Congress will 
have the political will to do that because that is just right. 

There were some discussions earlier about the level of detail ex- 
pected for your agency. And, while there may be people in this 
Chamber who would be glad to check out of a grocery store and 
have the cashier look at the basket and arbitrarily say, “Well, your 
bill is about $200 or so,” but most people would like to have an 
itemized receipt. They don’t need to know the ingredients that are 
in every item that they buy, but they would like to have some kind 
of accountability for that. 

Accountability changes behavior. Bureaucrats who don’t perform, 
don’t change behavior. The SEC has over 200 lawyers. They handle 
an average of 600 cases a year. 
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I hope that your attorneys that you have talked about will be ca- 
pable of handling more than an average of a half a case a year. In 
the private sector, they carry a much greater load than that. And 
if something else, I think that next to the general public is suspect. 

And speaking of general public suspect, again, I talked about the 
article in Judicial Watch that discussed the salaries that you began 
paying some of these new employees. And I noticed an intern was 
hired at $42,000 a year. 

Most of the interns in our offices work for nothing. If all the 
agencies start paying interns that kind of money, we will never get 
any interns to work for the experience which is typically what they 
like to do. 

I noticed we had a new employee, $251,388 — an Associate Direc- 
tor for Consumer Education. Now, that is over 5 times the average 
household income for working people who play by the rules back 
in my district. 

How do I justify that? How can I explain that to my constituents 
as being reasonable? 

Mr. CORDRAY. Certainly. To begin with, I worked as an intern for 
Senator John Glenn years ago and I was unpaid, so I am familiar 
with what you are describing. 

The salary levels for the Consumer Bureau are fixed by law by 
Congress. And we are required by law to have a comparable salary 
structure and benefit structure to that of the Federal Reserve. 

Congress did it, so Congress would know better than I why it 
was done, but it was done, I believe, to make us comparable and 
competitive with the fellow Federal banking agencies so that we 
wouldn’t consistently lose better and more experienced employees 
to them. 

The other thing that needs to be understood is that the work 
that we do is attempting to oversee, again, the most sophisticated, 
the most powerful — and many of them, very extensive financial in- 
stitutions in our society. And we need to be able to do the kind of 
sophisticated work that involves examining banks with a trillion 
dollars or more in assets, multiple — 

Mr. Posey. No. But this is for a Consumer Education Associate 
Director, over a quarter of a million dollars a year. That doesn’t 
pass a straight-face test. 

Mr. CoRDRAY. Yes. 

Mr. Posey. And are you telling me that Judicial Watch was 
wrong when they said records show workers starting at twice the 
maximum pay specified by the Office of Personal Management? 

Mr. CoRDRAY. Again, we have broad pay bands and we don’t al- 
ways — we typically try to pay to the midpoint of our pay range, not 
at the very top. So I would like to look at the particular incidents 
that you are describing. 

But what I will say is we are required by law to have pay bands 
and a pay structure that is comparable to the Fed. As of last ac- 
count, as I was preparing for this hearing, we on average are about 
1 percent below the Fed in our pay bands and we are about 4 per- 
cent below them in average salary. 

So, we are complying with the law. That is what we are supposed 
to do. 
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If you have concerns about individual positions or individual sal- 
aries, we would be happy to take them up, go back and review 
them, and get your staff whatever information you require. 

Mr. Posey. Yes. I have a lot of concerns and a lot of questions 
about them. But if the Fed has an Assistant to the Director of Con- 
sumer Education that they pay over $251,288 a year, I would like 
to know about it. And if they do, I would bet it is not an employee 
who just started at that. If another employee made that in the Fed, 
I would guess they would probably have been there a lifetime to 
accumulate that. I hope I am right. 

Mr. CoRDRAY. We will go back and review that particular inci- 
dence that you are noting. I assume that out of all of our employ- 
ees, your staff has looked carefully, and if there are others that 
they want us to look at, we will do that as well. 

Mr. Posey. I have a pretty good-sized file here. I will just use 
that as an example. 

Thank you. My time is up. 

Mr. CORDRAY. Thank you. 

Mr. Fitzpatrick. Mr. Cordray, there are no other questions. I 
want to thank you for your attendance and for your responsiveness. 

The Chair notes that some Members may have additional ques- 
tions for this witness, which they may wish to submit in writing. 
Without objection, the hearing record will remain open for 30 days 
for Members to submit written questions to this witness and to 
place his responses in the record. 

This hearing is adjourned. 

[Whereupon, at 12:21 p.m., the hearing was adjourned.] 
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The Budget of the Consumer Financial Protection Bureau 

Chairman Neugebauer, Ranking Member Capuano, and members of the Subcommittee, 
thank you for this opportunity to testify on the Consumer Financial Protection Bureau’s budget. 

Before I became Director, 1 promised Members of Congress in both chambers and on 
both sides of the aisle that I would be accountable to you for how the Consumer Bureau carries 
out the laws you enact. I said that I would always welcome your thoughts about our work, and I 
stand by that commitment. This is the 14“' time that we have testified before either the House or 
the Senate, and my colleagues and I look forward to continuing to work with you to provide the 
kind of oversight that allows you to understand the work we are doing and that helps us improve 
our performance. 

We are committed to fulfilling our statutory responsibilities and delivering value to 
American consumers. This means being accountable and using our resources wisely and 
carefully. As you know, the Consumer Bureau is funded through transfers from the Federal 
Reserve. Under the Dodd-Frank Wall Street Reform and Consumer Protection Act, the cap on 
those transfers for fiscal year 201 1 was 10 percent of the Federal Reserve’s 2009 operating 
expenses, or $498 million. As this was our start-up year, we did not use all of our available 
funds - in fact we used only $123 million — but we got underway and continue to build toward a 
steady state that will allow us to accomplish the objectives set forth in the laws enacted by you, 
the Congress. 

The Government Accountability Office rendered an unqualified “clean” audit of our 
financial statements, and an additional independent, third-party audit found that the Consumer 
Bureau addressed all relevant budgeting requirements under Dodd-Frank, Because we are 
committed to transparency, we have posted our budget justification, our financial statements, the 
GAO audit, and the independent audit on our website at consumerfinance.gov. We invite you to 
look at these documents and will be glad to answer any questions you may have about them. 

Now that we completed our statutory transition period and have become a full-fledged 
independent agency with the legal responsibility to protect American consumers in the financial 
marketplace, our expenditures have naturally increased. As you can see in our budget 
justification, however, our budget estimates remain considerably below our budget cap at $356 
million for 2012 and $448 million for 201 3. At this time, we have no plans to a.sk Congress for 
any further appropriations, as we are authorized to do by law. 

While our budget is small relative to the other banking agencies, our mission is critical. 
Our budget is a means to an important end - to make life better for American consumers. Much 
is at stake. Consumer finance is a big part of the American economy, and it bears heavily on all 
of our lives. Mortgages allow people to buy homes and spread the payments over many years. 
Student loans give people with talent and ambition access to higher education. Credit cards are a 
convenient means of accessing money to make purchases. Products like these can help people 
achieve their dreams. But as we have seen in recent years, they also can create dangers and 
pitfalls if they are misused or misunderstood. 

In state and local government I was deeply engaged in consumer finance issues. I saw 
good people struggling with debt they could not afford. Sometimes people made bad decisions. 
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Sometimes an unexpected event - like a loved one getting sick or a family member losing a job - 
overwhelmed even the most careful planning. Still other times, unscrupulous businesses 
obscured loan terms or engaged in outright &aud, harming unsuspecting consumers and even 
ruining lives and devastating communities. 

I am sure each of you hears every day from friends, neighbors, and constituents who have 
these kinds of stories to tell. They are not looking for special favors. They just want a fair 
shake, and a chance to get back on track toward achieving the American Dream. They deserve a 
consumer financial system that actually works for consumers. Accomplishing our mission will 
take time. But we are already taking important steps to improve the lives of consumers. 

One of our main objectives is to make sure the costs and risks of financial products are 
clear. People make their own decisions, and nobody can or should try to do that for them. But it 
is the American way for responsible businesses to be straightforward and upfront with their 
customers, giving them all the information they need to make informed decisions. That is good 
for honest businesses and good for the overall economy. 1 saw a quote which embodies this 
view: “Free men engaged in free enterprise build better nations with more and better goods and 
services, higher w'ages and higher standards of living for more people. But free enterprise is not 
a hunting license.” That was Governor Ronald Reagan in 1 970. 1 agree with what he said, and it 
is a view shared by those I work with at the Consumer Bureau. 

So another key objective is making sure banks and nonbanks get the evenhanded 
oversight needed to promote a fair marketplace. Our supervisors are going on-site to examine 
their books, ask tough questions, and fix problems we uncover. Under the laws Congress 
enacted, and with a director in place, we can now do this across all markets for consumer 
financial products and services. 

The Consumer Bureau will also make clear that violating the law has consequences. 
Through our field examiners, direct contact with consumers and businesses, and highly skilled 
researchers, we have many ways to learn facts about what is happening in the marketplace. We 
will use all the tools available in our effort to ensure everyone follows the rules of the road. 
Where we can cooperate with financial institutions to do that, we will; but when necessary, we 
will not hesitate to use enforcement actions to uphold the law and right a wrong. 

We are listening closely to consumers and the businesses that serve them. We do this 
through our website, consumerfmance.gov, where people tell us their personal stories. We also 
get out of Washington regularly to hear from people first-hand. We have held town hall 
meetings in Philadelphia, Minneapolis, and Cleveland, and we held our first field hearing in 
Birmingham. We hope you will join us at these events when we come to your communities. 


Thank you. 1 look forward to your questions. 
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Consumer Financial Protection Bureau 

Program Summary by Budget Activity 

(Dollars in thousands) 


2011 2012 2013 % 


Actual Estimates Estimates Change 



RE 

Amount 

FTE 

Amount 

FTE 

Amount 


Supervision, Enforcement, and Fair Lending & Equal Opportunity 

101 

59,632 

635 

214,053 

873 

261,119 

22% 

Consumer Education and Engagement/Consumer Response 

41 

43,339 

196 

84,585 

345 

126,025 

49% 

Research, Markets and Regulations 

36 

20,359 

111 

57,736 

141 

60,544 

5% 

iTotai Expenses/Obligations 

178 

$123,330 

942 

$356,374 

1,359 

$447,688 

26%| 


Note: Estimates are based on the best available information at the time tfie Budget was prepared and are subject to revision. 
Consistent with the presentation of the CFPB’s audited financial statements, the resource estimates in this volume, including 
staffing allocations, are displayed across three budget activities, with funding for the Bureau’s operations and executive 
management functions allocated among the three activities. 


Background 

The Consumer Financial Protection Bureau 
(“CFPB” or the “Bureau”) was established 
under Title X of the Dodd-Frank Wall Street 
Reform and Consumer Protection Act (the 
“Acf’).' To create a single point of 
accountability in the federal government for 
consumer financial protection, the Act 
consolidated many of the authorities 
previously shared by seven federal agencies 
under the Federal consumer financial laws^ 
into the CFPB and provided the CFPB with 
additional authorities. Among the Bureau’s 
tools are authorities to: 

• Conduct rulemaking, supervision and 
enforcement with respect to the Federal 
consumer financial laws; 

• Handle consumer complaints and inquiries; 

• Promote financial education; 

• Research consumer behavior; and 

• Monitor financial markets for risks to 
consumers. 

The CFPB receives a mandatory transfer of 
funding from the Federal Reserve System in 
an amount determined by the Director of the 


'P.L. 111-203, 124 Stat. 1955 (July21, 2010) 

^ As used throughout this document, the term “Federal 
consumer financial laws” has the meaning set forth in 
Section 1002(14) of the Act. 


CFPB to be necessary to fund Bureau 
operations, subject to limits established in the 
Act. The CFPB is also authorized to request 
up to $200 million in discretionary 
appropriations in Fiscal Years (FY) 2010- 
2014 if the amount transferred by the Federal 
Reserve is not sufficient. Any request to 
secure funding through discretionary 
appropriations under this provision would be 
subject to the Congressional appropriations 
process. The CFPB is not requesting a 
discretionary appropriation in FYs 2012 or 
2013. 

Priorities 

In support of the CFPB’s strategic goals, the 
Bureau’s key priorities for FYs 2012 and 2013 
include: 

• Recruit the most qualified employees; 

• Build-out core supervision and 
enforcement capabilities; 

• Coordinate supervision and other activities 
with federal and state agencies; 

• Make critical investments in technology, 
data infrastructure and facilities; 

• Expand the Bureau’s capacity to receive 
and respond in a timely manner to 
consumer complaints for the full range of 
consumer financial products and services; 

• Build efficient and effective management 
processes; 
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• Monitor and enforce compliance with the 
Federal consumer financial laws through 
supervision in order to protect consumers 
from illegal acts or practices; 

• Protect honest businesses from competitors 
who use unscrupulous practices to gain an 
unfair advantage by addressing potential 
violations of Federal consumer financial 
laws in a range of markets; 

• Promote fair lending compliance and 
education by working with federal 
agencies, State regulators, private industry, 
and fair lending, civil rights, and consumer 
and community advocates; 

• Engage consumers in a timely way through 
innovative initiatives to educate them 
about financial issues and use consumer 
input, including consumer complaint and 
inquiry data, to identify needed policy 
changes with particular impact on students, 
older Americans and servicemembers, as 
required by the Act; 

• Address challenges in the mortgage market 
and evaluate potential policy problems in a 
range of consumer finance markets; 

• Simplify or update regulations that have 
become unnecessary, outmoded, overly 
burdensome, or are otherwise unduly 
difficult to understand and comply with; 

• Produce original research to improve 
understanding of consumer behavior and 
market operations and practices to support 
the CFPB’s policymaking and the general 
functioning of the market; 

• Monitor various consumer financial 
markets for emerging risks, technological 
advances and other important 
developments; and 

• Issue regulations that promote a fair, 
transparent, and competitive marketplace 
for consumer financial products and 
services after proper consideration of 
benefits and costs. 


CFPB FY 2013 Budget Highlights 



FY 2013 Budget Adjustments 

Afef Program Increases +$91,314, 000/ +417 
FTE 


Supervision, Enforcement, and Fair Lending 
& Equal Opportunity +$47,066,000/ +238 
FTE 

The CFPB will make critical investments in 
core supervisory and enforcement capabilities 
to ensure that the Bureau is positioned to 
monitor compliance with and enforce the 
Federal consumer financial laws. Resources 
will support continued hiring, professional 
development and tra vel of field examination, 
Enforcement and Fair Lending & Equal 
Opportunity staff; the build-out of core 
infrastructure necessary to manage the 
examination process (i.e. risk monitoring, 
examination scoping, report generation); and 
the initiation of investigations and 
enforcement actions. Funding will also allow 
the CFPB to continue the use of technology 
that supports a more targeted, risk-based 
review of loans and entities, which promotes 
compliance and the efficient use of limited 
resources. 

Consumer Education and Engagement/ 
Consumer Response +$41,440,000/ +149 FTE 
The Act established several offices within the 
CFPB to support targeted outreach, including 
Financial Education, Older Americans, 
Servicemember Affairs, and Students. The 
Budget provides funding to support additional 
staff and outreach activities within these and 
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other consumer engagement offices, which 
will allow the Bureau to comply with several 
statutory mandates. These mandates include 
the development and implementation of work 
consistent with the National Strategy for 
Financial Literacy; initiatives for 
serviceraembers and their families; activities 
to facilitate the financial literacy of older 
Americans; and initiatives to assist student 
loan borrowers in resolving complaints related 
to private student loans and to collect and 
analyze infomiation on the private student loan 
marketplace. The Budget also includes 
funding to continue building the organization’s 
capacity to handle consumer complaints 
related to credit cards, mortgages and other 
financial products regulated by the Bureau in a 
timely manner, as required by the Act. 

Research, Markets and Regulations 
+$2.808,000/ +30 FTE 
The Budget provides resources to expand 
expertise in research, markets and regulation 
offices, and support the use of data assets that 
allow the Bureau to comply with research, 
rulemaking, supervision and education 
mandates, including statutory requirements to 
analyze and report on the following: (1) 
developments in markets for consumer 
financial products or services; (2) access to 
fair and affordable credit; (3) consumer 
awareness, understanding and use of 
disclosures and communications regarding 
consumer financial products and services; (4) 
consumer awareness and understanding of 
costs, risks, and benefits of consumer financial 
products and services; (5) consumer behavior 
with respect to consumer financial products 
and services; and (6) experiences of 
traditionally underserved consumers. 

Resources will also support the Bureau’s 
consideration of the potential benefits and 
costs to consumers and covered persons, 
including the potential reduction of access by 
consumers to consumer financial products or 
services in its rulemakings. The CFPB is 


coordinating with other federal agencies, 
including through the Financial Stability 
Oversight Council, to ensure the most efficient 
use of data and avoid duplication. 

Explanation of Budget Activities 

Supervision, Enforcement, and Fair Lending 
& Equal Opportunity ($261,1 19,000) 

The CFPB’s Supervision, Enforcement, and 
Fair Lending & Equal Opportunity Division 
oversees depository and non-depository 
institutions for compliance with the Federal 
consumer financial laws and brings 
enforcement actions against those institutions, 
where appropriate, to address violations of law 
and in order to protect consumers from illegal 
acts or practices and to protect honest 
businesses from unscrupulous competitors. 

Consumer Education and Engagement/ 
Consumer Response ($126,025,000) 

The Consumer Education and Engagement 
Division and Consumer Response strive to 
enhance the ability of consumers to make 
financial decisions consistent with their 
personal financial goals. In accordance with 
statutory requirements, the Bureau maintains 
the capacity to receive consumer complaints 
relating to consumer financial products and 
services over the telephone or through a portal 
on its website and to facilitate their resolution. 

Research. Markets and Regulations 
($60,544,000) 

The Research, Markets and Regulations 
Division is responsible for monitoring 
consumer financial markets, improving 
understanding of consumer behavior and 
evaluating the benefits and costs of potential 
policies; as well as implementing the Federal 
consumer financial laws through regulations, 
in coordination with other parts of the Bureau, 
where appropriate. Before the Bureau acts on 
its own initiative, it w'ill carefully gather 
evidence about particular practices, products 
or trends from a wide variety of sources. 
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CFPB Performance by Budget Activity 


Budget 

Activity 

Performance Measure/Indicator 

FY 2012 

FY 2013 

Supervision, Enforcement, and Fair Lending & 
Equal Opportunity 

Supervision activities (examinations, target reviews, 
or horizontal reMews) opened during the fiscal year 

Baseline 

7BD 

Consumer Education and 
Engagement/Consumer Response 

Percent of complaints closed within 60 Days 

Baseline 

TBD 

Research, Markets and Regulations 

Percent of the mortgage market monitored through 
data 

Baseline 

TBD 


Description of Performance 

Overall Process for FYs 2012 and 2013 
The CFPB’s priority for FY 201 1 was to build 
its staff and capacity to the point where it 
could begin formal operations on the transfer 
date. That priority was consistent with Section 
1061 of the Act, which provided for the 
transfer of certain consumer financial 
protection responsibilities from seven existing 
agencies to the Bureau by the transfer date - 
July 21, 2011. In the year leading up to the 
transfer date and since. Treasury and CFPB 
staff successfully completed projects critical to 
establishing key operations of the Bureau, 
including: 

• Started on-site examinations of the largest 
banks; 

• Began investigating possible violations of 
Federal consumer financial laws; 

• Began accepting and facilitating the 
resolution of consumer complaints and 
inquiries concerning credit cards and 
residential mortgage loans; 

The CFPB is now in the process of developing 
a robust set of performance measures to track 
the Bureau’s progress toward achieving its 
strategic goals in FY 2012 and beyond. The 
CFPB will use FY 2012 to collect baseline 
data that will inform target-setting in the 
future. The CFPB will continue to modify and 
develop additional measures during FYs 2012 
and 2013. 


Supervision adivUies (examinations, targets 
reviews, or horizontal reviews) opened during 
the fiscal year 

lire CFPB will conduct examinations, target 
review, or horizontal reviews of the entities 
over which it has supervisory authority. 
Included in this figure are a number of entities 
that will be under a continuous supervision 
program due to the size and complexity of the 
entity. The results of these activities will be 
subject to a rigorous internal review process to 
ensure consistent, fair, and balanced outcomes 
that protect consumers. As a new indicator in 
FY 2012, the Bureau will collect information 
on the number of supervisory activities 
throughout the fiscal year in order to assess 
performance against strategic goals. 

Percent of complaints closed within 60 Days 
This measure demonstrates Consumer 
Response’s efficiency in investigating and 
closing out consumer complaints (following 
closure by the financial institution). Targets 
will be set in the future as the Bureau 
continues to collect baseline data on response 
times for credit card complaints, as well as 
other products and services that will be 
launched in FY 2012. 

Percent of the mortgage market monitored 
through data 

This measure reflects the CFPB’s efforts to 
monitor trends and emerging risks in the 
mortgage markets. The Bureau is investing in 
data not just in aggregate but rather at the level 
of particular consumer transactions. 
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Section 1 - Purpose 

lA - Mission Statement 


To help consumer financial markets work by making rules more effective, by consistently and 
fairly enforcing those rules, and by empowering consumers to take more control over their 
economic lives. 


1.1 - Resource Detail Table' 


(Dollars in thousands) 



2011 

2012 

2013 % 


Actual 

Estimates 

Estimates Change 

Budgetary Resources: 

fTE Amount 

I'TE Amount 

E'l'E Amount 


Revenue/Offsetting CoHectioas 


Iransfers-m 


161,850 


340.300 


447.6881 

32^0 

Total Revcnuc/OfTsetting Collections 


161,850 


340300 


11-.(.SS 

32% 

Unobligated Balances. Start of Year 


9,200 


47,720 


31-646 

-34% 

. Recoveries of Prior Year Obhgalioas 








Net Transfers 








Total Bu(^etaty Resources Available . 


17E050 





24% 

Expiinses/Ohiigations 








Si^jervism Hnforcenxjnt, mxi Fair Ivcnding & Equal Opportunity' 101 

59,632 

635 

214.053^ 

873 

261.119 

22%:: 

Consianer Educatbn and Er^agemei^Comiflner Response 4 1 

43,339 

196 

84,585 

345 

126,025. 

49%; 

Research, Markets and Re^tions 

36 

20,359 

111 

57.736 

141 

60,544 

5%;: 

Total Evpcases^Mtgationi! 


$123330 

942 S356374 

1359 S44'?.688 

’(.% 


IB - Mission. Priorities, and Context 

The Consumer Financial Protection Bureau (“CFPB” or the “Bureau”) was established under 
Title X of the Dodd-Frank Wall Street Refomr and Consumer Protection Act {the “Act”).^ To 
create a single point of accountability in the federal government for consumer financial 
protection, the Act consolidated many of the Federal consumer financial laws authorities 
previously shared by seven federal agencies^ into the CFPB and provided the CFPB with 
additional authorities. Among the Bureau’s tools are authorities to: 

• Conduct rulemaking, supervision and enforcement with respect to the Federal consumer 
financial laws; 

• Handle consumer complaints and inquiries; 

• Promote financial education; 

• Research consumer behavior; and 

• Monitor financial markets for risks to consumers. 


‘ Estimates are based on the best available information at the time the Budget was prepared and are subject to 
revision. Consistent with the presentation of the CFPB’s audited financial statements, the resource estimates in this 
volume, including staffing allocations, are displayed across three budget activities, with funding for the Bureau’s 
operations and executive management functions allocated among the three activities. 

^ P.L. 1 1 1-203, 124 Stat. 195.5 (July 21, 2010) 

’ As used throughout this document, the term “Federal consumer financial laws" has the meaning set forth in Section 
1002(14) of the Act. 
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The CFPB is organized into six primary operating divisions: 

1 . Supervision. Enforcement, and Fair Lending & Equal Opportunity : Ensures compliance 
with and enforcement of the Federal consumer financial laws, including fair lending laws, 
by supervising market participants and bringing enforcement actions when appropriate. 

2. Research. Markets and Regulations : Monitors consumer financial markets; improves 
understanding of consumer behavior and evaluates the benefits and costs of possible 
policy initiatives; as well as implements the Federal consumer financial laws through 
regulations, in coordination with the other parts of the Bureau where appropriate. 

3. Consumer Education and Engagement : Empowers consumers to make financial decisions 
that are best for them through wide-ranging education efforts, including targeted outreach 
required by the Act to students, older Americans and servicemembers. 

4. General Counsel : Responsible for the Bureau’s compliance with all applicable laws and 
for providing legal advice to the Bureau’s leadership and operating divisions. 

5. External Affairs : Disseminates information about the Bureau’s work and manages the 
Bureau’s relationships with stakeholders in order to encourage understanding, 
participation, transparency and accountability. 

6. Chief Operating Officer : Builds and sustains the CFPB’s operational inlrastructure to 
support the entire organization. The division also includes Consumer Response, which 
handles consumer complaints and inquiries related to consumer financial products and 
services,^ 

Strategic Goals & Priorities 
Build a Great Institution. 

The Bureau continues to build its operational capacity. As it does so, it must ensure that its 
internal infrastructure - ranging from its human capital operations to its technology and data 
infrastructure - will be able to support its work now and in the future. Key priorities in support 
of this strategic goal include; 

• Recruit the most qualified employees; 

• Build-out core supervision and enforcement capabilities; 

• Coordinate supervision and other activities with federal and state agencies; 

• Make critical investments in technology, data infrastructure and facilities; 

• Expand the Bureau’s capacity to receive and respond in a timely maimer to consumer 
complaints for the full range of consumer financial products and services; and 

• Build efficient and effective management processes. 


■‘while Consumer Response is a function under the Bureau’s Chief Operating Officer, for the purpose of budget 
presentation, funding for Consumer Response is grouped with the Bureau’s Consumer Education and Engagement 
division, as Consumer Response is a generally regarded as a program rather than an operations function. 
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Deliver Tangible Value. 

The Act endowed the Bureau with wide-ranging policy tools, and the Bureau must coordinate the 
use of those tools in a way to promote a consumer financial marketplace that works for 
consumers, responsible providers and the economy as a whole. Key priorities in support of this 
strategic goal include: 

• Monitor and enforce compliance with the Federal consumer financial laws through 
supervision in order to protect consumers from illegal acts or practices; 

• Protect honest businesses from competitors who use unscrupulous practices to gain an 
unfair advantage by using enforcement authority to address violations of Federal 
consumer financial laws in a range of markets; 

• Promote fair lending compliance and education by working with federal agencies. State 
regulators, private industry, and fair lending, civil rights, and consumer and community 
advocates; 

• Engage consumers in a timely way through innovative initiatives to educate them about 
financial issues and use consumer input, including consumer complaint and inquiry data, 
to identify needed policy changes with particular impact on students, older Americans 
and servicemembers, as required by the Act; 

• Address challenges in the mortgage market and evaluate potential policy problems in a 
range of consumer finance markets; 

• Simplify or update regulations that have become unnecessary, outmoded, overly 
burdensome, or are otherwise unduly difficult to understand and comply with; 

• Produce original research to improve understanding of consumer behavior and market 
operations and practices to support the CFPB’s policymaking and the general functioning 
of the market; 

• Monitor various consumer financial markets for emerging risks, technological advances 
and other important developments; and 

• Issue regulations that promote a fair, transparent, and competitive marketplace for 
consumer financial products and services after proper consideration of benefits and costs. 

Accomplishments 

Many consumer financial protection authorities transferred to the CFPB on July 21, 201 1 (the 
“transfer date”). In the year leading up to the transfer date and since, Treasury and CFPB staff 
successfully completed projects critical to establishing key operations of the Bureau, including; 

• Started on-site target reviews and examinations of the largest banks; 

• Began investigating possible violations of the Federal consumer financial laws; 

• Issued interim final rules governing adjudications and investigations and developed a 
policy to give subjects of an investigation notice and an opportunity to respond prior to 
the commencement of formal enforcement proceedings; 

• Began accepting and facilitating the resolution of consumer complaints and inquiries 
concerning credit cards and residential mortgage loans; 

• Initiated a referral process for troubled homeowners who contact the CFPB’s Consumer 
Response Center; 

• Launched the CFPB website, including a blog and interactive tools designed to support 
specific policy initiatives, and web pages for students, older Americans, and 
servicemembers; 


5 



60 


• Developed the Supervision Manual, including specific mortgage servicing and 
examination procedures; 

• Launched Know Before You Owe, a three-part campaign to improve the quality of 
information given to consumers who seek residential mortgages, credit cards and student 
loans;^ 

• Published a Notice and Request for Comment as a prelude to the Office of Nonbank 
Supervision's effort to define “larger participants” in certain nonbank markets; 

• Held a conference to assess the impact of the Credit Card Accountability Responsibility 
and Disclosure Act (the CARD Act) and released related data from issuers and 
consumers; 

• Gathered information via Notices and Requests for Information on (1 ) financial products 
and services tailored to servicemembers and their families and (2) a series of issues 
relating to private student loans from origination to servicing to collection; 

• Released reports: “Building the CFPB”; “The Impact of Differences between Consumer- 
and Creditor-Purchased Credit Scores”; and a “Report on Remittance Transfers”; 

• Hired 663 employees by the end of FY 20 1 1 , many of whom transferred from the 
consumer protection divisions of the prudential regulators and other transferor agencies; 

• Established the financial management and human resource infrastructure necessary to 
support the organization’s administrative processes; 

• Received positive performance ratings in the independent performance audit of CFPB 
operations and budget; 

• Received an unqualified “clean” opinion from the Government Accountability Office on 
the Bureau’s first annual audit of financial statements and an opinion that the Bureau 
maintained effective internal controls over financial reporting for FY 2011; and 

• As required by Section 1067(b) of the Act, the Bureau developed and released three 
human capital plans in FY 201 1 : (1) “Recruitment and Retention Plan”; (2) “Training and 
Workforce Development Plan”; and (3) “Workforce Flexibilities Plan”. 

Challenges 

While the CFPB’s accomplishments are important, challenges the Bureau will face as it seeks to 
achieve its goals, include: 

• Continuing to recruit the most qualified individuals over the next two years to support the 
diverse requirements of the Bureau; and 

• Building processes the correct way so that strategies can be implemented effectively and 
priorities can be accomplished within established timeframes. 

Funding Mechanism 

Funding required to support CFPB operations is obtained primarily through transfers from the 
Board of Governors of the Federal Reserve System (the “Board of Governors”). The Act 
requires the CFPB to maintain an account with the Federal Reserve - “Bureau of Consumer 
Financial Protection Fund” (the “Bureau Fund”). Upon request from the CFPB, the Board of 
Governors transfers the funds into the Bureau Fund, which is maintained at the Federal Reserve 


For further information, including links to many of the reports discussed herein, go to 
http://www.consumerfinance.gov. 
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Bank of New York (the “FRBNY”). The Act provides that these funds are not to be considered 
government funds or appropriated monies. Bureau funds that are not needed to finance the 
Bureau’s current operations are invested in Treasury securities on the open market. Earnings 
from the investments are also deposited into this fund. The CFPB anticipates requesting funds 
on a quarterly basis. 

Transfers to the Bureau Fund are capped as follows (Sec. 1017 of the Act): 

...the amount that .shall be transferred to the Bureau in each fiscal year shall not exceed a 
fixed percentage of the total operating expenses of the Federal Reserve System, subject to an 
annual inflation adjustment, as reported in the Annual Report, 2009, of the Board of 
Governors, equal to: 

1. 10 percent of such expenses in fiscal year 201 1 [approximately $498 million]: 

2. II percent of such expenses in fiscal year 2012 [approximately $548 million]; 

3. 12 percent of such expenses in fiscal year 2013 [approximately $598 million], and in 
each year thereafter. 

If the Director were to determine that these non-appropriated funds authorized under the Act are 
insufficient to carry out the CFPB’s responsibilities, the Act provides the authority for the CFPB 
to also request appropriated funds, up to $200 million, in FYs 2010-2014, Any request to secure 
funding through discretionary appropriations under this provision would be subject to the 
Congressional appropriations process. 

The CFPB also collects filing fees from developers under the Interstate Land Sales Full 
Disclosure Act (“ILSA”).’ On July 21, 2011, this program was transferred to the CFPB from the 
Department of Housing and Urban Development pursuant to the Act. The CFPB continues to 
study the legal effects of the legislation on the transfer of these functions under the ILSA. The 
fees collected may be retained and are available until expended to cover all or part of the costs 
that the Bureau incurs for ILS program operations. 

Pursuant to the Act, the CFPB is also authorized to collect civil penalties in any judicial or 
administrative action under the Federal consumer financial laws. The Act requires the CFPB to 
maintain a separate fund, known as the Consumer Financial Civil Penalty Fund (“Civil Penalty 
Fund”). Collections of civil penalties will be deposited into the Civil Penalty Fund, which will 
be maintained at the FRBNY. Per the Act, such funds will be available for payments to victims 
of Federal consumer financial laws violations, and, if victims cannot be located or payments are 
not practicable, the Bureau may use such funds for consumer education and financial literacy 
programs. 


’’ Pursuant to the Act, the maximum amount that can be transferred from the Board of Governors in FY 20 1 3 shall be 
adjusted annually using the percent increase in the employment cost index for total compensation for State and local 
government workers for the 1 2-month period ending on September 30 of the year preceding the transfer. 

’in 1968, Congress enacted this statute, which is patterned after the Securities Law of 1933 and requires land 
developers to register subdivisions of 100 or more non-exempt lots and to provide each purchaser with a disclosure 
document called a Property Report. The Property Report contains relevant information about the subdivision and 
must be delivered to each purchaser before the signing of the contract or agreement. The ILS program protects 
consumers from fraud and abuse in the sale or lease of land. 
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Section 2 - Budget Adjustments and Appropriations Language 

Table 2.1 Budget Adjustments Table 


(Dollars in thousands) 

ri I'. AimiiimiI 


KV20II .\cliial 

178 

123.330 

FV 2012 Estimate 

Net FY 2013 Program Changes: 

942’ 

356.374 

Supervision, Enforcement, and Fair Lending & Equal Opportunity 

238 

47,066 

Consumer Education and EjigageTOnt/Consumer Response 

149 

41,440 

Research, Markets and Regulations 

30 

2,808 

Subtotal FY 2013 Net Pmgram Changes 

■tr 

91,314 

i 3'-v - V 

! 

1.35*) 

447.(>SS 


Note: Consistent with the presentation of the CFPB’s audited financial statements, resource estimates, including 
staffing allocations, are displayed across three budget activities, with funding for the Bureau’s operations and 
executive management functions allocated among the three activities. 


2A - Budget Increases and Decreases Description 

Net Program Increases $91,314,000/ +417 FTE 

Supervision, Enforcement, and Fair Lending & Equal Opportunity +47,066,000/ +238 FTE 
The CFPB will make critical investments in core supervisory and enforcement capabilities to 
ensure that the Bureau is positioned to monitor compliance with and enforce the Federal 
consumer financial laws. Resources will support continued hiring, professional development and 
travel of field examination, Enforcement and Fair Lending & Equal Opportunity sta0; the build- 
out of core infrastructure necessary to manage the examination process (i.e. risk monitoring, 
examination scoping, report generation); and the initiation of investigations and enforcement 
actions. Funding will also allow the CFPB to continue the use of technology that supports a 
more targeted, risk-based review of loans and entities, which promotes compliance and the 
efficient use of limited resources. The Budget also supports the CFPB’s work to design and 
implement a system to collect and analyze demographic data about small business loans as 
required by amendments to the Equal Credit Opportunity Act, and provides for the continued 
collection and analysis of demographic data as required by the Home Mortgage Disclosure Act. 

Consumer Education and Engageraent/Consumer Response +41,440,000/ +149 FTE 

The Act established several offices within the CFPB to support targeted outreach, including 
Financial Education, Older Americans, Servicemember Affairs, and Students. The Budget 
provides funding to support additional staff and outreach activities within these and other 
consumer engagement offices, which will allow the Bureau to comply with several statutory 
mandates. These mandates include the development and implementation of work consistent with 
the National Strategy for Financial Literacy; initiatives for servicemembers and their families; 
activities to facilitate the financial literacy of older Americans; and initiatives to assist student 
loan borrowers in resolving complaints related to private student loans and to collect and analyze 
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information on the private student loan marketplace.* The Budget also includes funding to 
continue building the organization’s capacity to handle consumer complaints related to credit 
cards, mortgages and other financial products regulated by the Bureau in a timely manner, as 
required by the Act.** 

Research, Markets and Regulations +2,808,000/ +30 FTE 

The Budget provides resources to expand expertise in research, markets and regulation offices, 
and support the use of data assets that allow the Bureau to comply with research, rulemaking, 
supervision and education mandates, including statutory requirements to analyze and report on 
the following: (1) developments in markets for consumer financial products or services; (2) 
access to fair and affordable credit; (3) consumer awareness, understanding and use of 
disclosures and communications regarding consumer financial products and services; (4) 
consumer awareness and understanding of costs, risks, and benefits of consumer financial 
products and services; (5) consumer behavior with respect to consumer financial products and 
services; and (6) experiences of traditionally underserved consumers. Resources will also 
support the Bureau’s consideration of the potential benefits and costs to consumers and covered 
persons, including the potential reduction of access by consumers to consumer financial products 
or services in its rulemakings.'' The CFPB is coordinating with other federal agencies, including 
through the Financial Stability Oversight Council, to ensure the most efficient use of data and 
avoid duplication. 

2.2 - Operating Levels Table 


(Dollars in thousands) 



1 ^ 

hT2012 

Estiniate 

942 

F\' 2(113 

rstimate 

1 .359 

11 

Personnel Compensation 

22,225 

105,988 

163.055 

12 

Personnel Benefits 

26,154 

37,096 

57.069 

21 

Travel 

2,180 

20,814 

32,167 

22 

Transportation of Things 

316 

785 

828 

23 

Rent, Communications, and Utilities 

160 

18,965 

16,587 

24 

Printing and Reproduction 

8 

499 

864 

25 

Other Services 

68,703 

130,074 

124,090 

26 

Supplies and Materials 

1,180 

4,712 

4,121 

31 

Equipment 

2,405 

22,440 

8,907 

^7. Ti^nd and Stmctires 

0 

15,000 

40.000 



i2mii 

.356.-374 

44".(iSK 


^ Sections 10!3 and 1035 of the Act. 
^ Section 1013 of the Act. 

Ibid. 

Section i022 of the Act. 
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2B - Appropriations Language and Explanation of Changes 
The CFPB is not requesting any appropriations from Congress. 

2C - Appropriations Language and Explanation of Changes 

The CFPB currently has no legislative proposals. 
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Section 3 - Performance Plan and Rcport ^^ 

The CFPB’s priority for FY 201 1 was to build its staff and capacity to the point where it could 
begin formal operations on the transfer date. That priority was consistent with Section 1061 of 
the Act, which provided for the transfer of certain consumer financial protection responsibilities 
from seven existing agencies to the Bureau on that date. Some of the CFPB’s first operating 
activities included: 

• The CFPB sent introductory letters to the CEOs of the depository institutions “ generally 
large banks and their affiliates as defined in the Act - that are subject to CFPB 
supervision. These letters marked the beginning of the CFPB’s regular communications 
with the institutions it supervises and outlined the Bureau’s approach to supervision. 

• Consumer Response began accepting credit card complaints through a toll-free number 
and a web portal. The CFPB also began referring distressed homeowners to housing 
counselors via the Homeowner’s HOPE hotline. 

• The CFPB published interim final rules in the following areas: implementing the Act’s 
amendments to the Alternative Mortgage Transactions Parity Act; creating records and 
information procedures to implement the Privacy Act and the Freedom of Information 
Act; establishing the CFPB’s rules for investigations and adjudications of potential 
violations of the Federal consumer financial laws; and establishing a process by which 
parties may seek testimony or records from the CFPB for use in litigation. 

The CFPB is now in the process of developing a robust set of performance measures to track the 
Bureau’s progress toward achieving its strategic goals in FY 2012 and beyond. In the discussion 
below, the Bureau is reporting performance results from FY 201 1 and preliminary measures that 
have been informed by the practices of the prudential regulators and the strategic goals of the 
Bureau. The CFPB will use FY 2012 to collect baseline data that will inform target-setting in the 
future. The CFPB will continue to modify and develop additional measures during FYs 2012 
and 2013. 

3A: Supervision. Enforcement, and Fair Lending & Equal Opportunity 

Budget Activity 

The CFPB’s Supervision, Enforcement, and Fair Lending & Equal Opportunity Division 
oversees depository and non-depository institutions for compliance with the Federal consumer 
financial laws and brings enforcement actions against those institutions, where appropriate, in 
order to protect consumers from illegal acts or practices and to protect honest businesses from 
unscrupulous competitors. The division is comprised of the following offices: 


The goal owner for all three CFPB budget activities is Richard Cordray, CFPB Director. 
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• The Offices of Large Bank and Nonbank Supervision are responsible for examining both 
depository institutions and non-depository institutions, and addressing adverse findings 
through supervisory oversight. 

• The Office of Enforcement investigates potential violations of Federal consumer financial 
laws and, where appropriate, pursues enforcement actions against those who violate these 
laws. 

• The Office of Fair Lending & Equal Opportunity leads the Bureau’s efforts to ensure fair, 
equitable, and nondiscriminatory access to credit for botli individuals and communities 
through supervisory oversight and enforcement of federal fair lending laws, and outreach 
to civil rights, community, and industry groups. 


3.1.1- Performance Plan and Report Table 


Mea.sures/lndicators 

I N 2(112 

lA 20 1? 

Supervision activities (examinations, target 
reviews, or horizontal reviews) opened during 
the fiscal year 

Baseline 

TBD 

Enforcement matters (investigations or cases) 
opened during the fiscal year 

Baseline 

TBD 

Fair lending matters (examinations, target reviews, 
horizontal reviews, investigations or cases) opened 
during the fiscal year 

Baseline 

TBD 

Measures/Indicators 


1. Supervision activities (examinations, target reviews, or horizontal reviews) opened 
during the fiscal year 

The CFPB will conduct examinations, target reviews or horizontal reviews of the entities 
over which it has supervisory authority. Included in this figure are a number of entities that 
will be under a continuous supervision program due to the size and complexity of the entity. 
The results of these activities will be subject to a rigorous internal review process to ensure 
consistent, fair, and balanced outcomes that protect consumers. As a new indicator in FY 
2012, the Bureau will collect infonnation on the number of supervisory activities throughout 
the fiscal year in order to assess performance against strategic goals. 

2. Enforcement matters (investigations or cases) opened during the fiscal year 

The CFPB aims to consistently enforce the Federal consumer financial laws and support 
consumer protection efforts nationwide by investigating alleged violations both 
independently and in conjunction with other federal and state law enforcement agencies. 

This indicator will track the historical number of matters opened by the Office of 
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Enforcement in furtherance of that effort. The total number of matters does not necessarily 
correlate with impact, efficiency or performance of the Office; therefore additional metrics 
w'ill be developed based on the information learned over the Office’s first years of 
operations. 

3. Fair lending matters (examinations, target Reviews, horizontal reviews, investigations, 
or cases) opened during the fiscal year 

The CFPB is committed to ensuring fair, equitable, and nondiscriminatory access to credit 
for both individuals and communities. During its early operations, the CFPB will track the 
fair lending supervisory activities and enforcement matters opened during the fiscal year, and 
will use this metric to measure baseline capacity. Additional measures will be developed 
over time to reflect the outcomes of examinations, investigations, and cases and to assess 
performance against strategic goals. 

Strategies 

In FYs 2012 and 2013 the CFPB will continue to build its supervision and enforcement 
capacity. It will build this capacity by issuing various required rulemakings to support 
supervisory activities, refining its supervision and enforcement policies and procedures, 
establishing a framework for supervisory cooperation with fellow regulators and extending the 
reach of its supervisory and enforcement activities as capacity increases. This effort will be 
accomplished through strategic investments in staff, technology, internal processes such as 
project management, quality control and other operations infrastructure; partnerships with fellow 
regulators and law enforcement agencies; and continued hiring and training of CFPB staff. 

Results 

Examples of key accomplishments in support of supervision activities include: 

• Started on-site examinations. The examination staff has begun on-site supervision 
activities at the largest institutions, and also begun examination of several other 
institutions in each of the Bureau’s four operating regions. In addition, a review of a 
number of reports required from mortgage servicers is underway to assess risk of 
noncompliance. 

• Released the Supervision and Examination Manual. To fulfill its statutory mandate to 
assess compliance with the Federal consumer financial laws, the CFPB released the first 
edition of the CFPB Supervision and Examination Manual, which outlines the Bureau’s 
policies and procedures for supervising entities that offer consumer financial products or 
services. The Manual includes a separate section on policies and procedures for 
supervising mortgage servicers. 

• Published a Notice and Request for Comment as prelude to the Office of Nonbank 
Supervision's rulemaking to define “larger participants” in certain nonbank 
markets. On June 29, 2011, the CFPB published a Notice and Request for Comment 
(“Notice”), requesting input on how its rulemaking should define a “larger participant.” 
Public comments on the questions listed in the Notice will inform the definition of this 
term, which in turn will define generally the coverage of the CFPB’s nonbank 
supervision in certain markets. 
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• Enforcement Procedures and Investigations. The CFPB has issued interim final rules 
setting forth its rules of investigation and adjudication, as well as the process for states to 
notify the CFPB of certain pending actions. In addition, the Bureau has established a 
process for handling tips from whistleblowers and for providing subjects of an 
investigation with notice and an opportunity to respond prior to the commencement of 
formal enforcement proceedings. Working collaboratively with supervision, fair lending 
and other Bureau staff, the Office of Enforcement has also begun investigating potential 
violations of Federal consumer financial laws in matters transferred from the prudential 
regulators and matters commenced by its own staff. 

• Fair Lending Procedures and Examinations. The CFPB has started fair lending exams 
of the largest banks and is working on several fair lending investigations transferred from 
other agencies. As part of the Bureau’s Supervision and Examination Manual, the CFPB 
released policies and procedures for examinations involving fair lending laws, including 
the Equal Credit Opportunity Act and the Home Mortgage Disclosure Act. 

3B: Consumer Education and Engagement/Consumer Response 

Budget Activity 

The Consumer Education and Engagement Division (CEE) and Consumer Response strive to 
enhance the ability of consumers to make financial decisions consistent with their personal 
financial goals. CEE has the following six offices: 

• The Office of Consumer Engagement creates an interactive, informative relationship 
between consumers and the Bureau to link consumers to information targeted to 
particular types of financial decisions and to use consumer input to help inform the 
Bureau’s policymaking. 

• The Office of Financial Education educates and empowers consumers to make better- 
informed financial decisions through a variety of activities, including determining the 
most effective financial education practices, providing access to tools and information 
relevant to making particular financial choices, and enhancing access to services to 
improve financial literacy. 

• The Office for Older Americans helps improve financial literacy among Americans 62 
and over and protect them against illegal acts and practices through outreach, education 
and specific initiatives, such as monitoring certifications of financial advisors who advise 
seniors. The Office also monitors complaints submitted by older Americans to Consumer 
Response. 

• The Office of Servicemember Affairs works to improve consumer financial protection 
measures for servicemembers and their families. This involves partnering with the 
Department of Defense to ensure that servicemembers and their families receive financial 
education that is relevant to their specific needs, monitoring complaints submitted by 
servicemembers and their families to Consumer Response and escalating certain 
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complaints for expedited resolution, and coordinating efforts of federal and state agencies 
on financial issues related to servicemembers and their families. 

• The Office of Students works to enhance the financial decision-making capability of 
students by increasing awareness about the financial impact of borrowing to finance 
higher education. That includes providing information and tools to help students 
understand the risk from student loans and other financial products, identifying policy 
and marketplace issues with special impact on students and providing escalation for 
expedited resolution of complaints submitted by private student loan borrowers to 
Consumer Response. 

• The Office of Financial Empowerment will work to improve the financial stability of 
lower-income consumers by providing opportunities to access financial products and 
services, promoting improved financial capability and enhancing opportunities to build 
assets. 

Consumer Response, in accordance with statutory requirements, supports the capacity to receive 
consumer complaints relating to consumer financial products and services (“consumer 
complaints” or “complaints”) over the telephone or through a portal on its website, Consumer 
Response facilitates the resolution of consumer complaints according to the following process. 
After taking in a complaint. Consumer Response refers the complaint to the named financial 
institution. The financial institution provides a response to the consumer complaint. Consumer 
Response prioritizes for investigation complaints for which the financial institution offered no 
relief and complaints where the consumer has disputed some part of the relief offered by the 
institution. 

3.1.2 - Performance Plan and Report Table 


1 W 




Targeted populations reached by digital content, 
decision tools, educational materials and 
resources, and outreach work 

Baseline 

TBD 

Percentage of complaints closed within 60 days 

Baseline 

TBD 

Measures 


1. Targeted populations reached by digital content, decision tools, educational materials 
and resources, and outreach work 

This measure assesses the Bureau’s ability to reach targeted populations, with a special focus 
on issues in the financial seivices marketplace for serv'icemembers and their families, 
students, older Americans, and traditionally underserved lower-income consumers. The 
CFPB engages consumers in four principal ways: (1) offerings in online or other digital 
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formats; (2) tools to provide needed information to consumers at relevant times; (3) 
educational materials and resources; and (4) raising awareness of the issues facing consumers 
through various approaches, including in person direct outreach to consumers and through 
partners and others. 

2. Percentage of consumer complaints closed within 60 days 

This measure demonstrates Consumer Response’s efficiency in investigating and closing out 
consumer complaints (following closure by the financial institution). Targets will be set in 
the future as the Bureau continues to collect baseline data on response times for credit card 
complaints, as well as other products and services that will be launched in FY 2012. 

Strategies 

In FYs 2012 and 2013, the CFPB will continue to engage the public through outreach and events, 
including working groups, convenings, and military summits; education and engagement 
initiatives, including new financial education campaigns and the development of informational 
tools; and developing and disseminating timely and targeted information about specific financial 
decisions, with a particular focus on students, older Americans and servicemembers. 

The CFPB will also continue to build the capacity of the Consumer Response function in order to 
receive and respond to consumer complaints and inquiries related to consumer financial products 
and services in a timely manner. At various intervals, the Bureau will expand the types of 
complaints and inquiries that it will receive until it is accepting complaints and inquiries for all 
consumer financial products and services. 

Results 

In order to engage consumers, Bureau staff traveled throughout the country to listen to and learn 
from industry and consumer groups: 

• Consumer, Community and Civil Rights Advocates. Between September and 
December 2011, through the efforts of the Office of Community Affairs, the CFPB 
hosted three major fair lending/consumer protection roundtables in Philadelphia, 
Minneapolis and Cleveland, The CFPB also hosted public town hall events in each of 
these cities to learn firom consumers about their experiences. The CFPB staff has met 
consistently with advocates about access to credit in home lending and other types of 
lending, and the Mortgage Markets team hosted a one-day conference which brought 
together academics and other stakeholders to discuss these issues with respect to 
mortgage lending. The CFPB External Affairs staff has also led dozens of meetings, 
phone calls, and speaking engagements with stakeholders on a range of consumer 
protection, fair lending and access to credit issues. 

• Servicemembers and Military Families. Since January 2011, senior staff from the 
Office of Servicemember Affairs have visited many military bases across the country to 
discuss with servicemembers and their families and financial counselors the unique 
financial circumstances and challenges that affect military communities. In addition, the 
Office of Servicemember Affairs has testified about these issues at several Congressional 
hearings. Working with other federal agencies, the Bureau successfully helped secure a 
streamlined mortgage foreclosure assistance process for servicemembers and helped 
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military consumers recoup thousands of dollars in fees and penalties from their credit 
card companies, 

• Students. The Office of Students, along with other CFPB divisions including Research, 
Markets and Regulations, worked with the Department of Education to develop a 
proposed college financial aid assistance form that would help students and parents 
understand the debt burden that results from choosing a particular college. There were 
14,083 unique visits to the proposed form on the Bureau’s website, and 1,206 comments 
from the public on the content of the form. 

• Financial Education and Engagement. The CFPB, through its Offices of Financial 
Education and Consumer Engagement, began developing educational content for its 
website, including content for the knowledge base system to provide consumers with an 
interactive Q and A platform. Also through the Office of Financial Education, the CFPB 
began work on a pilot program that will evaluate certain financial education programs in 
the field, provide feedback about the results to other program providers, and help inform 
and advance the field of financial literacy. Consumer Education and Engagement 
leadership spoke to community financial education and service providers at a variety of 
forums in Ohio, Montana, Massachusetts, and Illinois. 

• Older Americans. Senior staff from the Office for Older Americans testified at the 
Senate Banking Subcommittee on Financial Institutions and Consumer Protection on 
senior lending issues, and have met with community educators and service providers at a 
variety of forums in Washington, DC, California, Florida, Maine, Massachusetts, and 
Minnesota. 

On July 21, 2011, Consumer Response began operations with an exclusive focus on credit card 
inquiries and complaints and planned to expand the types of complaints it handled over time as 
its operating capacity increased. 

• Credit Card Complaints. Inquiries and complaints are received by mail, fax, telephone, 
the Bureau website, the online chat function on the website, and referral from other 
agencies. The CFPB’s United States-based call centers handle calls with little or no wait 
times, provide services for the hearing- and speech-impaired, and have the ability to 
assist the public in 187 languages. 

The Consumer Response inquiry and complaint system has received thousands of credit 
card complaints since beginning operations. The Bureau released an initial report on the 
first three months of credit card complaints. The report, which is available on the 
CFPB’s website, provides an analysis of the type of complaints received and how they 
were handled. 

3C: Research. Markets and Regulations 

Budget Activity 

The Research, Markets and Regulations (RMR) Division is responsible for monitoring consumer 
financial markets; improving understanding of consumer behavior and evaluating the benefits 
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and costs of possible policy initiatives; as well as implementing the Federal consumer financial 
laws through regulations, in coordination rvith the Other parts of the Bureau where appropriate. 
Before the Bureau acts on its own initiative, it will carefully gather evidence about particular 
practices, products or trends from a wide variety of sources. The oflrces within this division are 
staffed with professionals selected for their strong analytic skills and subject matter expertise. 
The division includes the following offices: 

• The Research Office supports policy, supervision, enforcement, and education functions 
of the Bureau with data analysis, conducts empirical research to shed new light on 
consumer behavior and market operations and practices, and evaluates benefits and costs 
of potential regulations. 

• The Markets Teams provide the Bureau’s other operating divisions with current market 
intelligence and analysis about major consumer financial markets. There are four market 
teams: Card and Prepaid; Deposit, Payment, and Credit Information; Installment 
Lending; and Mortgage. 

• The Regulations Office works, in coordination with other parts of the Bureau, to ensure 
that rules implementing the Federal consumer financial laws are issued and interpreted in 
an informed, fair and efficient manner in accordance with the law. 


3.1.3 - Performance Plan and Report Table 




■vu ■■■«. ■« " J 

Percentage of the mortgage market monitored 
through data 


Baseline TBD 

Percentage of the credit card market monitored 
through data 


Baseline TBD 

Reports published about specific consumer 
financial products 


4 5 


Measures 

1. Percentage of the mortgage market monitored through data 

This measure reflects the CFPB’s efforts to monitor trends and emerging risks in the 
mortgage markets. The Bureau is investing in data not just in aggregate but rather at the 
level of individual consumer transactions. To the extent the CFPB will be using sampling 
that is representative of the larger population, this measure and future targets will represent 
the larger population covered. 

2. Percentage of the credit card market monitored through data 

This measure reflects the CFPB’s efforts to monitor trends and emerging risks in the 
consumer credit card market. The Bureau is investing in data not just in aggregate but rather 
at the level of individual consumer transactions. To the extent the CFPB will be using 
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sampling that is representative of the larger population, this measure and future targets will 
represent the larger population covered. 

3. Reports published about specific consumer financial products 

This measure reflects the Bureau’s work to inform its own policymaking and to improve the 
quality of public information about consumer and firm behavior and consumer financial 
products and services. In FYs 2012 and 2013, in addition to reports on important consumer 
finance subjects like prepaid card use and patterns, the CFPB will produce a report on private 
student lending, which is required by the Act'^, as well as updates to reports published in FY 
201 1 on remittances''' and credit information'^, which were required by the Act. The Bureau 
has established a target of five reports in FY 2013. 

Strategies 

In FYs 2012 and 2013, the CFPB will continue to acquire the data necessary to properly monitor 
the mortgage and credit card markets for emerging risks, technological advances and other 
important developments, and to provide support to other functions within the Bureau. 

The Bureau will produce original research in key areas related to consumer financial products 
and services, including consumer behavior and decision-making, the impact of regulation, and 
incentives for firms and consumers. These reports will improve understanding of consumer 
behavior and market operations and practices to support the CFPB’s policymaking and the 
general functioning of the market. 

Results 

Accomplishments to support market monitoring include: 

• Established a process for collecting mortgage data. The CFPB reached a 
memorandum of understanding with other regulatory agencies to continue the collection 
and processing of Home Mortgage Disclosure Act data. This loan-level mortgage data 
will inform the CFPB’s understanding of the mortgage market and bolster the CFPB’s 
fair lending oversight. 

Key reports from FY 201 1 include: 

• Report on Using Remittance History for Credit Scores and Remittance Exchange 
Rates. On July 20, 2011, the CFPB fulfilled one of its statutory mandates under the Act 
by issuing a report analyzing remittance transfers. The report studied how exchange rates 
used in remittance transfers are disclosed to consumers and the potential for using 
remittance histories to enhance the credit scores of consumers. As a follow-up to the 
report, the CFPB has obtained additional data to evaluate the predictive value of using 
remittance history in credit scoring and will produce a second report on this subject. 


Section 1077 of the Act. 
Section 1073 of the Act. 
Section 1078 of the Act. 
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• Report on Credit Scores. On July 19, 2011, the CFPB issued a report required by the 
Act that examines the differences between credit scores sold to consumers and scores 
used by lenders to make credit decisions. The CFPB’s report covers the process of 
developing various credit scoring models, the differences among scoring models that may 
produce multiple scores for the same consumer, creditors’ use of different scoring models 
in the marketplace, availability of certain types of scores for purchase by consumers, and 
the consumer impact of differences between the credit scores provided to creditors and 
those provided to consumers. 

The report also discusses the general lack of information about credit scoring. As a 
follow-up to the report, the CFPB will obtain and analyze data that shed further light on 
differences in scores and the significance of related concerns. To help educate 
consumers, the CFPB also posted advice on its website about how to improve their credit 
score. 

• Analysis in connection with CARD Act Conference. In February 2011, the CFPB held 
a conference on the first anniversary of the effective date of many provisions of the 
Credit Card Accountability Responsibility and Disclosure Act - the CARD Act. The 
CFPB’s conference brought together industry representatives, consumer advocates, 
academics, government experts, and others for a review of data on how the CARD Act, 
coupled with the recession and its aftermath, have affected supply, demand and pricing 
within the credit card marketplace. To prepare for this event, the CFPB undertook a 
voluntary survey of the nine largest card issuers, representing approximately 90 percent 
of the market and a consumer survey. Prior to the event, data Ifom the industry and 
consumer surveys were made public on the Bureau’s website. 

Verification and Validation of Performance Data 


As the CFPB collects baseline data for its measures in FY 201 2, and develops additional 
measures to report on in the future, the Bureau will strive to ensure that the information reported 
in performance documents and the processes used to develop that information is complete and 
reliable. As an example of existing validation and verification processes, the Bureau is subject to 
an annual independent audit of operations and budget, as required by Sec. 1 573 of Public Law 
112-10, which includes a review of the CFPB’s performance-based budgeting processes. 

Additional infonnation on the CFPB performance will be posted online at consumerfinance.gov. 
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Section 4 - Supplemental Information 

4A - Capital Investment Strategy 

The CFPB’s capital investment strategy is focused on achieving the following goals: 

• Providing Meaningful Governance and Oversight. The Investment Review Board 
(IRB) is the executive advisory body at the Bureau that provides the executive and 
technological leadership to ensure all capital investment decisions align with the CFPB’s 
mission and strategic goals. The IRB reviews capital investments using best practices for 
assessing return on investment and alignment with strategic goals. Further, the CFPB 
uses a dashboard, modeled on the Federal IT Dashboard, to monitor and assess its key 
investments. The Bureau is in the process of developing a robust capita! investment plan. 

• Building a 21*' Century Infrastructure. The CFPB’s IT infrastructure strategy is 
focused on cloud-based solutions, open source solutions, and shared services wherever 
possible to balance risk, cost, and desired functionality. The CFPB will continue to 
migrate off of the Department of the Treasury infrastructure for network and desktop 
computing, establishing its own, independent technology and facilities infrastructure. 
Additionally, the CFPB will develop and acquire operations support systems to provide 
necessary capabilities to all divisions. The CFPB will also continue to remain compliant 
with all security requirements to protect its information assets and secure the public trust. 

• Creating Engaging Online Experiences. The CFPB is reaching out to the public using 
21*' century tools. Whether collecting and responding to consumer complaints and 
inquiries, soliciting feedback on potential regulations, or empowering consumers through 
financial education, the CFPB is committed to designing and building a powerful 
consumerfinance.gov website. The CFPB will continue to build meaningful, engaging, 
and informative content, tools and experiences online to ensure that consumers are 
empowered to take more control of their financial lives. In addition, the CFPB will 
provide data, content, open source code and application programming interfaces for 
external use. 

• Enabling a Data Centric Organization. The CFPB is focused on data-driven decision 
making and the use of advanced analytics to inform supervision and enforcement 
activities, market monitoring, and policy development. The CFPB will acquire a broad 
range of financial market data and will provide data-driven analysis, reporting and data 
sharing, to comply with statutory requirements. 

• Developing the Best IT team. The success of the CFPB’s technology investments is 
dependent on building a deep pool of IT talent within the Bureau. The CFPB’s focus on 
innovative and industry leading technologies and practices will serve to attract and retain 
the high quality personnel necessary to design, build, and maintain critical technology 
assets. 
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• Headquarters Modernization. The CFPB is consolidating its staff in the DC Metro 
area into one headquarters building to ensure the most efficient use of space. The CFPB 
will initiate a capital improvement plan that upgrades the condition of the building, which 
has not undergone any major renovations since it was constructed in 1976, and in which 
most of the building systems have reached the end of their lifecycle. 'ITie Bureau is 
currently in the design and development phase of this rehabilitation project. Once a 
design plan is finalized, the Bureau will seek competitive proposals from industry. 
Improvements will likely include replacement of aging mechanical and electrical 
systems; installation of energy efficient lighting; elevator upgrades; repairs to the parking 
garage decks; updates to main lobby and office space; and repairs to the exterior 
courtyard and sidewalks. 
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4B - Human Capital Strategy 


As required by Section 1067(b) of the Act, the Bureau developed and released three human 
capital plans in FY 201 1 : (1) “Recruitment and Retention Plan”; (2) “Training and Workforce 
Development Plan”; and (3) “Workforce Flexibilities Plan”. The CFPB’s Chief Human Capital 
Office (CHCO) is responsible for leading the development and execution of the Bureau’s human 
capital strategy. This strategy includes the following goals: 

• Build world-class expertise in competencies essential to the CFPB’s mission. These 
include, but are not limited to, financial and statistical data analyses, effective use of 
information technology, bank and nonbank supervision, financial education and outreach, 
business operations, research, law and administrative support. 

• Develop a leadership culture that aligns with the CFPB’s mission and core organizational 
values, ensure effective development of the leadership skills required by that culture and 
prepare for the succession of leadership talent. 

• Implement the CFPB Diversity Plan for hiring and retaining staff in groups that are 
underrepresented in particular occupational categories. 

• Enrich the business, administrative, and leadership skills and capabilities needed 
throughout the Bureau to ensure successful mission accomplishment and sound 
management practices, 

• Ensure the nationwide CFPB workforce has a strong organizational identity, is committed 
to the CFPB mission and strategic objectives and displays the principles and values 
central to the CFPB culture, 

• Develop the core skills and attributes needed across the workforce to foster innovation 
and creativity in pursuit of the CFPB’s mission and goals, encourage the effective use of 
technology in business processes and ensure a cohesive and collaborative organizational 
culture. 

• Establish policies that will provide all employees with the opportunities to move, as 
appropriate, across and within occupations in order to maximize their contributions to 
mission accomplishment based on personal commitment to developmental opportunities 
and to exceptional performance. 

• Develop innovative hiring and outreach programs to attract talented and skilled 
candidates from diverse backgrounds. 

• Build a culture and brand of “Best Place to Serve” that will enable the CFPB to recruit 
and retain employees committed to public service. 
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The CFPB will actively manage and improve upon these plans, using the following strategies: 

• Refine goals and planned actions as the workforce comes on board, mission activities 
expand, and new needs and issues are identified; 

• Define metrics and indicators for monitoring progress in achieving the human capital 
goals identified; 

• Collect and analyze human capital data relevant to these metrics in order to understand 
the impact of initiatives and identify where adjustments are needed; 

• Engage managers and employees in reacting to human capital data and in helping to 
refine plans to ensure the CFPB is building and implementing a successful organization; 

• Continue to report to the Congress annually on progress made and refinements needed to 
human capital plans; and 

• Integrate these plans into a complete Strategic Human Capital Plan and Human Capital 
Accountability Report for submission to the U.S. Office of Personnel Management. 

Accomplishments 

The CFPB established the tools and processes needed to attract, hire, develop, and retain the 
human capital needed to build an agency responsible for protecting consumers of financial 
products and services, and to date has: 

• Designed the CFPB organization and developed comprehensive job analyses; 

• Established systems for job announcements and candidate screenings; 

• Developed a compensation program, including job evaluation and classification systems; 

• Acquired HR and payroll systems and services; 

• Developed benefits policies and negotiated for provision of benefits services; 

• Negotiated employee transfers with related agencies; 

• Launched on-boarding and orientation training to engage new staff; and 

• Provided comprehensive examination and consumer response training. 

Challenges 

While the CFPB is proud of all of these accomplishments there will be challenges ahead, 
including; 
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• Maintaining the pace of the CFPB’s recruitment strategies in order to hire the talented 
and diverse staff for the remaining positions needed to fulfill our responsibilities under 
the Act. 

• Acquiring highly advanced skills in a number of specialized financial, statistical, legal, 
and business areas. Recruiting efforts to date have focused on building the core 
organizational leadership and infrastructure necessary to stand up the CFPB and begin 
operations. Longer-term recruiting efforts need to focus on acquiring the many 
specialized competencies necessary to fully round out the workforce and position the 
organization for success. 
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FINANCIAL AUDIT 

Bureau of Consumer Financial Protection’s Fiscal 
Year 2011 Financial Statements 


What GAO Found 

In GAO’S opinion, CFPB’s fiscal year 201 1 financial statements are fairly 
presented in all material respects. GAO also concluded that CFPB had effective 
interna! control over financial reporting as of September 30, 2011. GAO found no 
reportable instances of noncompiiance with the laws and regulations it tested. 

On July 21 , 2010, the Consumer Financial Protection Act established CFPB as 
an independent bureau within the Federal Reserve System to be headed by a 
Director. Since the date of enactment, CFPB has been forming its structure and 
commencing operations. To assist In this process, the Department of the 
Treasury provided administrative support services to CFPB during this first year. 
Effective July 21 , 201 1 , CFPB assumed responsibility for certain consumer 
financial protection functions formerly the responsibilities of the Board of 
Governors of the Federal Reserve System, the Comptroller of the Currency, the 
Director of the Office of Thrift Superiflsion, the Federal Deposit insurance 
Corporation, the Federal Trade Commission, the National Credit Union 
Administration, and the Secretary of the Department of Housing and Urban 
Development. 

In July 201 1 , the President of the United States submitted a nomination to the 
United States Senate for the CFPB’s firet Director. This nomination is currently 
pending before the Senate. Until the Director is confirmed, the Secretary of the 
Treasury has the power to perform some, but not all. of the functions of the 
CFPB, The Secretary of the Treasury appointed a Special Advisor to the 
Secretary to lead the CFPB’s day-to-day operations. 

White CFPB began operations in 2010, fiscal year 201 1 was its first full year of 
operations and the first year for which it prepared financial statements. 
Consequently. CFPB’s fiscal year 201 1 financial statements do not present 
comparative information for the prior year. 

GAO noted deficiencies involving CFPB’s internal controls that were less 
significant than a material weakness or significant deficiency and will be reporting 
separately to CFPB management on these matters. 
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GAO 

I AccoumabllRy * Int^lty * Reliability 


United States Government Accountability Office 
Washington, DC 20548 


November 15, 2011 

The Honorable Timothy Johnson 
Chairman 

The Honorable Richard Shelby 
Ranking Member 

Committee on Banking, Housing, and Urban Affairs 
United States Senate 

The Honorable Spencer Bachus 
Chairman 

The Honorable Barney Frank 
Ranking Member 
Committee on Financial Services 
United States House of Representatives 

This report presents the results of our audit of the financial statements of 
the Bureau of Consumer Financial Protection (CFPB) as of, and for the 
fiscal year ending, September 30, 201 1 — the first full year of CFPB’s 
operation. These financial statements are the responsibility of CFPB. This 
report contains our (1) unqualified opinion on CFPB's financial 
statements, (2) opinion that CFPB’s internal control over financial 
reporting was effective as of September 30, 201 1 , and (3) conclusion that 
our tests of CFPB’s compliance with selected laws and regulations 
disclosed no instances of reportable noncompliance during fiscal year 
2011 . 

CFPB was established in Title X of the Dodd-Frank Wail Street Reform 
and Consumer Protection Act. commonly referred to as the Consumer 
Financial Protection Act of 2010.’ The act established the CFPB as the 
federal entity charged with the responsibility of regulating the offering and 
provision of consumer financial products or services under the federal 
consumer financial laws. The act requires CFPB to annually prepare 
financial statements and further requires GAO to audit the financial 
statements. The Full-Year Continuing Appropriations Act. 201 1 also 
requires that GAO audit CFPB’s financial statements. We conducted this 
audit in accordance with U.S. generally accepted government auditing 


’ Pub. L. No. 111-203, Ti«eX, 124 Stat, 1955, signed into law on July 21, 2010. 
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standards. The accomplishment of this first-ever audit of CFPB’s financial 
statements was made possible by the tremendous dedication of time and 
effort from CFPB management and staff. 

CFPB was created as an independent bureau within the Federal Reserve 
System to be headed by a Director. As a newly established entity, CFPB 
spent the majority of fiscal year 201 1 forming its structure and 
commencing operations. To assist in this process, the Department of the 
Treasury provided administrative support services to CFPB during this 
first year. The services related to, among oWiers, financial management, 
human resource management, information technology, and general 
support operations. Effective July 21 , 201 1 , CFPB assumed responsibility 
for certain consumer financial protection functions that were formerly the 
responsibilities of the Board of Governors of the Federal Reserve System, 
the Comptroller of the Cumency, the Director of the Office of Thrift 
Supervision, the Federal Deposit Insurance Corporation, the Federal 
Trade Commission, the National Credit Union Administration, and the 
Secretary of the Department of Housing and Urban Development.^ 

In July 2011, the President of the United States submitted a nomination to 
the United States Senate for CFPB’s first Director. This nomination is 
currently pending before the Senate. Until a Director is confirmed, the 
Secretary of the Treasury has the power to perform some, but not all, of 
the functions of the CFPB. The Secretary of the Treasury appointed a 
Special Advisor to the Secretary to lead CFPB’s day-to-day operations. 

We are sending copies of this report to the Chairmen and Ranking 
Members of the Senate Committee on Appropriations and the House 
Committee on Appropriations, the Director of the Office of Management 
and Budget, and other interested parties, in addition, this report wili be 
available at no charge on GAO’s website at http://www.gao,gov. 

if you have any questions concerning this report, please contact me at 
(202) 512-3406 or sebastjans@gao.gov. Contact points for our Offices of 


^ See section 1061 of the Dodd-Frank Act, codified at 12 U.S.C. § 5561. Also, Title III of 
the Dodd-Frank Act provided for the abolishment of the Office of Thrift Supervision and 
the transfer of its other fonctions to the Office of the Comptroller of the Currency, the 
Board of Governors of the Federal Reserve System, and the Federal Deposit Insurance 
Corporation. 
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Congressional Relations and Public Affairs may be found on the last page 
of this report. 



Steven J. Sebastian 
Director 

Financial Management and Assurance 
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GAO 

I Aeeountablllty * M^rRy * Reliabfilty 


United States Government Accountability Office 
Washington, DC 20548 


To the Secretary of the Treasury 

In accordance witii ttie Dodd-Frank Wail Street Reform and Consumer 
Protection Act and the Full-Year Continuing Appropriations Act, 201 1 , we 
are responsible for conducting audits of the financial statements of the 
Bureau of Consumer Financial Protection (CFPB). In our audit of CFPB’s 
fiscal year 2011 financial statements, we found 

• the financial statements are presented fairly, in all material respects, 
in conformity with U.S. generally accepted accounting principles; 

• CFPB maintained, In all material respects, effective internal control 
over financial reporting as of September 30, 2011; and 

• no reportable noncomplianc^ with laws and regulations we tested. 

The following sections discuss in more detail (1) these conclusions; (2) 
our conclusions on CFPB’s Management’s Discussion and Analysis; (3) 
our audit objectives, scope, and methodology; and (4) agency comments 
and our evaluation. 


ODinion on Financial CFPB’s financial statements, including the accompanying notes, present 
fairly, in all material respects, in conformity with U.S. generally accepted 
Statements accounting principles, its assets, liabilities, and net position as of 

September 30, 2011; and its net costs, changes in net position, and 
budgetary resources for the fiscal year then ended. 

On July 21, 2010, the Dodd-Frank Wall Street Reform and Consumer 
Protection Act created CFPB as an independent bureau within the 
Federal Reserve System. For the remainder of fiscal year 2010 and for 
fiscal year 201 1 , the Department of the Treasury provided administrative 
and operational support services to CFPB in an effort to assist with 
establishing fr»e new entity. As discussed in note 1 B of the financial 
statements, fiscal year 201 1 was the first full year of CFPB’s operations 
and therefore, the first year for which CFPB prepared financial 
statements. Consequently, the financial statements do not present 
comparative information for the prior year. However. CFPB’s fiscal year 
201 0 financial activity is discussed in note 1 1 of the financial statements. 
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Opinion on Internal 
Control 


During our audit of CFPB’s fiscal year 201 1 financial statements, we 
identified deficiencies in CFPB’s system of internal control that do not 
individually or collectively represent a material weakness or significant 
deficiency.^ Nonetheless, these deficiencies warrant CFPB 
management’s attention. These deficiencies related to CFPB's 
documented accounting policies and procedures, process of assessing 
internal controls, and information security management program. We 
have communicated these matters to CFPB management and, where 
appropriate, will report on them separately along with recommendations 
for corrective actions. 


CFPB maintained, in all material respects, effective internal control over 
financial reporting as of September 30, 201 1 , which provided reasonable 
assurance that misstatements, losses, or noncompliance material in 
relation to the financial statements would be prevented or detected and 
corrected on a timely basis. Our opinion is based on criteria established 
under 31 U.S.C. § 3512 (c), (d), commonly known as the Federal 
Managers’ Financial Integrity Act of 1982 (FMFIA), 


Compliance with 
Laws and Regulations 


Our tests of CFPB’s compliance with selected provisions of laws and 
regulations for fiscal year 201 1 disclosed no instances of noncompliance 
that would be reportable under U.S. generally accepted government 
auditing standards. The objective of our audit was not to provide an 
opinion on overall compliance with laws and regulations. Accordingly, we 
do not express such an opinion. 


Oon<;i‘^tpnrv of Dthpr CFPB’s Management’s Discussion and Analysis contains information that 
^ is not directly related to the financial statements. We did not audit and we 

Information do not express an opinion on this information, However, where 

appropriate, we compared this information for consistency with the 


^ A material weakness is a deficiency, or a combination of deficiencies, in internal control 
such that there is reasonable possibility that a material misstatement of the entity’s 
financial statements vwll not be prevented or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or combination of deficiencies, in internal control that 
is less severe ttian a material weakness, yet important enough to merit attention by those 
charged with governance. A deficiency in internal control exists when the design or 
operation of a ccwitrol does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent or detect and correct misstatements on a 
timely basis. 
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financial statements and discussed the methods of measurement and 
presentation with CFPB officials. On the basis of this limited work, we 
found no material inconsistencies with the financial statements, with U.S. 
generally accepted accounting principles, or with applicable guidance in 
0MB Circular No. A-136, Financial Reporting Requirements. 


Objectives, Scope, 
and Methodology 


CFPB management is responsible for (1) preparing the financial 
statements in conformity with U.S. generally accepted accounting 
principles. (2) establishing and maintaining effective internal control over 
financial reporting and evaluating its effectiveness, and (3) complying with 
applicable laws and regulations. CFPB management evaluated the 
effectiveness of CFPB’s internal control over financial reporting as of 
September 30, 2011, based on the criteria established under FMFIA. 
CFPB management’s assertion based on its evaluation is included in 
appendix I. 

We are responsible for planning and performing file audit to obtain 
reasonable assurance and provide our opinion about whether (1) CFPB’s 
financial statements are presented fairly, in ail material respects, in 
conformity with U.S. generally accepted accounting principles; and (2) 
CFPB management maintained, in all material respects, effective internal 
control over financial reporting as of September 30, 2011. We are also 
responsible for (1) testing compliance with selected provisions of laws 
and regulations that have a direct and material effect on the financial 
statements, and (2) performing limited procedures with respect to certain 
other Information accompanying the financial statements, 

In order to ftjifill these responsibilities, we 

• examined, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements: 

• assessed the accounting principles used and significant estimates 
made by management; 

• evaluated the overall presentation of the financial statements; 

• obtained an understanding of the entity and its operations, including 
its internal control over financial reporting; 
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• considered CFPB's process for evaluating and reporting on interna! 
control over finandal reporting that CFPB is required to perform by 
FMFIA and the Consumer Financial Protection Act; 

• assessed the risk that a material misstatement exists in the financial 
statements and the risk that a material weakness exists In internal 
control over financial reporting: 

• evaluated tiie design and operating effectiveness of internal control 
over financial reporting based on the assessed risk; 

• tested relevant internal control over financial reporting: 

• tested compliance with selected provisions of the following laws and 
their related regulations; 31 U.S.C. § 3902 - interest penalties under 
the Prompt Payment Act; 31 U.S.C. § 3904 - Limitations on Discount 
Payments Under the Prompt Payment Act; 5 U.S.C. § 8334 (a)(1), (2) 
- Civil Service Retirement Act; 5 U.S.C. §§ 8422, 8423, 8432 - 
Federal Employees’ Retirement System Act of 1986; Social Security 
Act of 1935, as amended; 5 U.S.C. §§ 8905-8909 - Federal 
Employees Health Benefits Act of 1959, as amended; and Title X of 
the Dodd-Frank Wall Street Reform and Consumer Protection Act; 
and 

• performed such other procedures as we considered necessary in the 
circumstances. 

An entity’s internal control over financial reporting is a process affected by 
those charged with governance, management, and other personnel, the 
objectives of which are to provide reasonable assurance that (1) 
transactions are properly recorded, processed, and summarized to permit 
the preparation of financial statements in conformity with U.S. generally 
accepted accounting principles, and assets are safeguarded against loss 
from unauthorized acquisition, use, or disposition; and (2) transactions 
are executed in accordance with the laws governing the use of budget 
authority and other laws and regulations that could have a direct and 
material effect on the financial statements. 

We did not evaluate all internal controls relevant to operating objectives 
as broadly established under FMFIA, such as those controls relevant to 
preparing statistical reports and ensuring efficient operations. We limited 
our internal control testing to testing internal control over financial 
reporting. Our internal control testing was for the purpose of expressing 
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an opinion on tfie efiectiveness of internal control over financial reporting 
and may not be suffident for other purposes. Consequently, our audit 
may not identify all defidendes in internal control over financial reporting 
that are less severe than a materia! weakness. Because of inherent 
limitations, internal control may not prevent or detect and correct 
misstatements due to error or fraud, losses, or noncompliance. We also 
caution that projecting any evaluation of effectiveness to future periods is 
subject to the risk that controls may become inadequate because of 
changes in conditions, or that the degree of compliance with the policies 
or procedures may deteriorate. 

We did not test compliance vwth all laws and regulations applicable to 
CFPB. We limited our tests of compliance to selected provisions of laws 
and regulations that have a direct and materia! effect on the financial 
statements for the fiscal year ended September 30, 201 1 . We caution that 
noncompliance may occur and not be detected by these tests and that 
such testing may not be sufficient for other purposes. 

We performed our audit in accordance with U.S, generally accepted 
government auditing standards. We believe our audit provides a 
reasonable basis for our opinions and other conclusions. 


ASenCV Conirtients commenting on a draft of this report, the Special Advisor to the 

® ^ Secretary of the Treasury for CFPB stated that the agency was pleased 

and Our Evaluation that the audit found that the CFPB financial statements were presented 
fairly, that it maintained effective internal control over financial reporting, 
and that there were no instances of reportable noncompiiance with laws 
and regulations. CFPB also stated that it will continue to work to enhance 
its internal controls and ensure the reliability of its financial reporting, its 
operating performance, and public confidence in its work, 

The complete text of CFPB’s response is reprinted in appendix II. 



Steven J. Sebastian 
Director 

Financial Management and Assurance 


November 9, 2011 
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Management’s Discussion and Analysis 


Message from the Special Advisor to the Secretary of the T't>>3sury for the 
Consumer Financial Protection Bureau 

The Consumet Financial Protection Bureau (CFPB) w'ss laundied 
onJniy21, 2011 with a focused goal; To malcc the raatkecs for 
cetsuaiet financial products work for constuneis, vespoitsible 
providers, airddieeconcsayas a whole. We want to make sute 
dial die pace and risks of tirianciai products are cleat so that 
consuaias can decide what products are best for them. And we 
want to snake sure that diere ate sensible rules of fhe road and a 
level playing field so But ptovidee car. innovate and compete 

Tne CFPB urns aeated on July 21, 2010 by tlie Dodd-Fiaiik Wall 
Street Refeim and Gonaumec Ptotecdon, Act Before die Dodd" 
FankAct, responsibility for administering and enforcing the 
t^ous federal consumer financial Laws was scattered across seven 
different federal agencies. For each of chose seven agencies, 
consumer pictection was only one of its tesponsibilitaes. Tlie result was But no single ageircy was truly on 
Bk hock fra protecting the average, everyday user of finaratial products and services. There was no true 
accountability, and caisamers got left bdiin d. The Dodd-Frank Act changed this by creating in the CFPB a 
singlepointof Bcccuntabdity for consisnet financial protection. And we have been given, for Bie fust time at 
the Federal levpj, rupetviscty authority over independent nonbank, oompani.ea in addition to depositories. 
That means, forejati^le, that when it comes to the morgage market, wc will be able to ensure that brokers, 
ongnators, and servicers play by the same rules regardless oftlieir charteo [(doesn’t mutter if pu’re a tluift, 
bank, finance company, ILQ ortnvestmentbank. If you want to be in the business of consumer finance, then 
you’ve got to play by the same rules as everybody else. 

We reco^re Biat the CFPB has a tou^ job. But fortunately, we have lots of tools incur toolkit — research, 
supsrasion, luleiDakin^ eiifoicemetii, and consumer education. Having the full range of tools means that we 
don’t have to force a square pdicypegintoa round hole. We will strive to use each of these tools in the 
smartest way possible, matchirg problems to solutions. 

Ultimately, oui efforts will benefit the entire economy. We urillh^give families Bie confidence they need to 
borrow for a hraue ca a dtilcfs education. We will hdp give our nation’s finarsriui institutions tlie confidence 
they need toinnov»le and compett If we succeed in our mission, everybody wins. 

As requiredby die Dodd-Prank Ao^ die CFPB prepared financial statements for fiscal year 2011. 

The Government Accountability Office (GAO) tendered an unqualifued — or "dean” — audt opinion on the 
CFPB’s financial statements. GAO noted riomateaal weaknesses or significant deficiencies inC.FPD’s 
intetna] controls and cited rto instances of rvoncompliance with laws and leguiaticxis. 
j am proud of rhe CFPB’s first Financial Report. It describes the fiscal year 20 11 efforts to establish the 
CFPB, and the results we have achieved to ^te. I am even more proud to be a part of the CFPB team, 
vthose dedicated public service is making the promise of our mission a reality. 

Raj Date 

Special Advisor to Bte Secretaty of the Ti^siuy 
for rhe Consumer Financial Protection Bureau 

3 CFPB FINANCIAL REPORT - FISCAL YEAR 201 1 
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Management’s Discussion and Analysis 


MISSION 

The Consumer Financial Protection Bureau is a 

century agencylhsX helps consumer 
financial markets v/ork by makirsg rules more 
effective, by consistently and fairly cmforcing 
those rules, and by empowering consumers to 
take more control over their econorriic livtss. 

We will achieve our mission through 

• data-driven analysis 

• innovative use of technology 

• valuing the best people and gnaat 
teamwork. 


CFfe financial report - BSCAf. YE« 201 ! 


Page 10 GAO-12-186 CFPB’s Fiscal Year 2011 Financial Statements 




93 


Management’s Discussion and Analysis 


I. Introduction 


M JSK>7v ttie United Smuss fjtoed ihs rtKStt ssnwre finamiat <»i«? -^vr? ihe Cutat llSct'nwia.'iiv- 
MiBsxw of Ansericanssaw tbesrbotnesakKsdfop, shatsiRf^ 'fwaik, tluit luli? duntiiaUti. ;inci 
buska^sifs lore finaneii^. Ctcdicilri^u|K»KS tTBai8rasaajsuiittck''WH •fisanymi{>tx»(>rrly itiatif l» bwnn 
with — wtfil mki dcfaiili; 

^ta^y AjtieflEiUJS look oafoaur that Asct did not fiJlyumlerei3Bto«!Kl rmdrt.rroi ationi. AJtiicxu'li wisin? 
b««i«Fftcs iajowtn^ took on too siaicfa cMsT, naHy.^uefkara wIk! hehawd respoiv-iblv wi is' aJxiV flut’d into 
tBmrtiHdiJtfc loans by tnish'arfit^|Wo«iises ofk»f p^mcitis. K^test hrHkf* dwi resisted (he pcessimito self. 
cesi^Iicntwl pKsducts had to eon^iete wifti tbeif less aisjswssftJc «»>t]itrtilOT.s. 

E«!« diosewbt) avoided the Jen^*»onF erf eKOestiedy risky ctedit were catwht i« Ws vvclj. J ho.Si; wht't mEiffer 
(sxikoufan uftiffofdsbteRiofC^efiooetfwtejs are.- she v^uw of tiKirliotix-s {rfiintiiet \v!tHiii««libots.kwt; 
iwiiTicsin loredos'-ire. 'Eht»c vdio wed ctedil t^ds andlKmai «jiBty law ot credit judicioudvs-.tw iw-itws 

«ci»asei I'n kitecest rafes on cieda card* sad <»i»raeTi<>n of ontstfludiny hiiKS of ritidii. Hn>s«. who 
had stml £c|jifts{y ®aa*cd dsei* rettUMncat fund* lore s^»iStcai.W v-due. tjtres arid sfctto i:«t bade, on 
scmecs tomAetip&M-flsOTowtireeernieloise*. Thecostof ittcstKHisihlclcniiuigljA* hetn aiidoorbiviiw 
&> be bon>e liy lais of naifanw ofAjuencMt tamilies. 

lo ,lonc 2009. Psetidettt Ob«i» proposed ^ uddre?* faiinfes of wniMariet pTOteeticHt by s’* tsblislOTg, « new 
kusiuidid ^esM^ to foae ifitectiy o« coastsaet ptotcctiar, Tliis sicw agtixijt wtiuld Sid jjitai jKivct! wiiffliC 
acccuitaSrility by cocac^'Aak^ iti one pfcece n^wiisibaitR''* slut liacl Iwreri siraflered -juavsss syswjiruTicin. Tlwi 
sg^KV wwAI abo have respoosbiJity fot aopeCTwngpiwBiw* of wnstniw: fwtMicid pirxkicM and (hicvkws 
dial Ssid not hat} ti^Eular fetSend ovetsi^tl and fot eirfototig the wunuruei firotwainn laws' wilS i ivapw.t: to 
siioh pir.ividets. Tliis s^eocywirddpTOteia: Sunilics fiiamtaifaiJ’, deceptive, atid aImishw! fiivnndai pracbews, 
'STie Ihrsitient itt^dCeaig«sf to give the Cf^PB the vaincaccottntabrirtjf and indspetKktvre that the oll« 
banking agencies hawtnnd nrfBdent luodu^so it «Kild swsur.if! that finmxiaj companies 'voitEd isomply vrilh 

In July 'iOJO, Coa^tit fanni tH^.Pwsidwtf OKimm signed. iSw I>xisJ f^suib WnU Street Refoum and 
CoDsianra Protection Aet The bw - often refttfcd to as (tie:D<«M-PhinkAct -cnt«Md ific Btiroski tif 
Onsunwr Hwandrf Postoptwn. known « *lw Xonsuuiet Piitsciciid Pn>f«cu<io Itwimi" or foe 
Ibirt.irf tlieptuposaofctMtieigtfKCPPBviHM to itK-osase accountabiliiyingov’ctnnKitu byajiwolidatiii^^ 
crinsiimer fmsoolid protBCtion *trth«iass (hathadfflsisttwt across seven diffenwW foto.sl KgprtciBi into one, 
instead of .in>pi>itwircott«atMcprat«»<m powvra soitteml iwirr.ts Ure f«<itvaf. gomrunenh now 0. 
sinj;|eenticy wot.ikil'MVtttbeovss^rfeudtoniy to iTokn sure ositsumcv tiiiwvcuif tnukets 'wotk. lAEa- all 
Wrtmmwts. 


6 CFPB FiftfANaAL REPORT - HSCAt YEAR 201 1 
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Management’s Discussion and Analysis 


II . Establishment of the 
Consumer Financial Protection Bureau 

Ae Dodti-Ftanfe Aiawjisl}itcteaft(3io,of are-w finasKrwi Tt.'jnitatartaps^tiCK, itw; 
CPPB.'swcfa ofllJ^ircs coreumcrpfoteeiiofi (ajtfiorilies an«l tncteasM aaviitfrtirf.iiSjtv foe the eupiivisioii arreS 
wtfoFcetnemtofkws guvecna^cijnsiatw:f«aKialprotkirt> und the mrefKtvsf ias!c«i 

with prof«Sif^ constaTwss &wni»i&ir, decepKw, andsbusTt-. finarvdal ptucwren hv itialatip tint iTiiBki'tn tew 
ams-nnwi finasidd p(oAiCi« and swvjcss >»tjA for A»iwricw» fomilit";. 

lljcf^odcIFfiBikAetccSted tb^Q'PBasssiftd^cScfciittrttfeadwitftitt rii« Rsstwe Rysrem. The 

Q*PBa im EswsiSV’e s^wxty as defined in KC&on lOSofTilJe 5, UintwISttiesOxle. 'I'itie Xoi’rfw Undd- 
Ftaik Act esiaHesbwl the gsals foi ®ie CFTOt 

• &isute Awl C0it*«m«s teneiy anti iHiderswndabk infannatkiit to nwike wpcuwiMsi tlecittiiwi.ts 
sAkhu. ftnanciai uansKtiom, 

• Pioteci fXBjaimef? ftran deceptive, or iib«>ave acts or pmttHces, end fiom cfisciintinatkin, 

• K»H>cc <Hrt4*wd, uEmeeessaty, aicreed? bwdvnsoiTO! ti^aekwif. 

« I’tonxife tfas !»n^>«*tKin byoHojinig the federd oajsiinKtr Snwtdal faws and 

• Encnutii^ insii^ts fbrcaQsuinn:(aunciai (nodturfs iwtd scruivxs t;nsiis^Tarnnij':jtuj 

elTfiriently to fwSiuae access wd kinovatiivn, 

Uiid« (Ito liindd Fcotk -Act, d»eS«CT«*ayof llie Twiasuiy i? wsixausitik for. esserditai® the CI'FB atidTOtifies 
iiniiUPiEBCtiM-offtutBureauisjoptet*. Onjuly PtcswjeijUiHsanw.tt^wtodseSt'iiat.eanomimtiMt 

for a Dbntctot of dw CFF8. UeiileimtinTiedlty dh.e Senate, the iU 5 '-w>-<}iiyof>«.t,'*at}iis(afth«.(J-'P.BM.n? being 
ttiwiagml by tlie Sjtecad Advitoi: to rite SrccnMty of. riw TtcasMey for rite CFI'TJ. 
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Management’s Discussion and Analysis 


III. CFPB Stand-Up Actions and Status 


CFFB leadership teosgnise that thw hare 
a uniqu* and vital opporhsatr to create an 
cjgavsaticir. ^th sr. innovative 
infrassuctuis, and acconSr^y, articulated 
a oitstion and vUtcn and began 
esViblisrang the inftastmctat^ tocas and 
piocftsses toattraclihir& derdopand 
retain ibe haroan catstal reeded to btiSd 
an agtncr teK>ons3>le fbi pn^ctii^ 
conKiSJers of finsndal products and 
servites. The tools needed by t'rc CFPB 
to begin biru^ corapensaai^. and 
niaiiagii^ emiaoyeea using the CFPB’s 
own statutory aathoaties 'ondei the 
Dodd-Frank Art wets pat in rfaoe and 
became operational in February 2Q> 1. 

The CFPB has casrently Hkd 25 of its key letdershippositjcmswidth^^y talented and expecienc-ed stuff 
from the pavat^nonpoSt. and piHic sectors. Inadditjor^the CFPB lias made ccnsicferabie fuogiass in 
recriiting, hiring, and oiiersing die woikfoice. 

TheCFPB's recrjitment efforts have feereed cm filling vsioaiides tiixou^iout the countiyin support of its 
heackjuarters op«i4tioitsin^a5h5ngtoR, D.C,aj\diW regional satelliM offices in Chicago, New York Gty, tmd 
San Francisco. 

In addition, to ensuie the aueccasfclttsMid'up of die Bureau, CFPB staff’ conducted nrriews of “best 
ptacriers'’ and Wessons leame^ from the merger and stand-up of odiev Weral ageticiKS. The team, aha 
solicited input on stand-up needs and issues from other government agcncKB, private itorpomrions, and tlie 
pubbe. As a resuic of this process, staff used ChefcHowuigprinc^les to guide the deirelqtment and 
intplemsn&txonoftheCFPB's lo^anisation and human capital strategies; 

• Focus «i the trFPB’s core princes andpiiorites (see below) to guide the orgasiiss.tioi'iid design and 
stend-up. 

• BstaUish cleat iinpiemencarian goals and limeiine;! tliat: build inoi.ueiUuiii luvldemoitctoite prcgt(.;ss, 

• Esiablisli andirnpleoient a communication strategy to create slia.i:f.d. expectati-wis and report; 
progress, and 

• Build a “learning o^gani^tion” that provides forth* continuing development and advancement of 
the Bureau. 

The CFPB has also implei7s«ited an initiaiwodtfoice design strategy dut identifies die human capital assets 
necessary to accoH»Ush the CFPB's missirm. in line wifdi the CFPB’s vision and core oigatii aatiorial piinaples 
aidpijotitjes. This sttat^ has served to guide caciuiling efforts to date andcotuinuei to serve as die 
CFPB’s lot^rangs workforce virion. 
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A eGiisximez iktmciAl xnAckefphce. . . 

^S«re custssseis ca.n see paces and risks tip liriat snei 
where tiiej can easiip raske prodncl: cnxspsnsons; 

m which no one can butUl s. bvgsneaa xnodeJ around 
nn&ir, dsccpSiye, or ahnsiYe practiew; 

thst works Sst e-nnrrnffliwitj r^fsponsible 

providers and the econamp s whole 
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Organization 


CH)e of the Bureau’s top pfiorstiev lus btwn to build an oi^aniuiion fortuccsts uaingades^ dtatMtU 
provide' thr iufzaatiucture die Bureau ueeda to meet its respoosibiliires. Late last calendar year, the CF7B 
betjan providii^ils draft organisation chart to Members of C'ongress and the meclin. In Mtiy Hcbnutiy 3011, 
tire Bureau posted tlretdiari to its newly UuncbccI website, indevebping itieCFBB’s otg^saiion&l 
atrticnue, the Bureau has asked for conuneiits tutd ctitiqiiee frcKn sCakcholdera aevosa the spnetatm. The 
CFPB oijjmization chan as of Sepiembct 30, 201 1 is <ltspla;-ed below- 


Pifaeto? 
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Thif BiJieauctKmttlyHidsries sjxpitraef di-ciatSM: 

• t^nioiet EAicatiwsaod E«g^SHS«5t 

• S\^rv(»aa, Eaf^cemmtt PakLendif^€ind£<]u^O|^ortiJsu<y 

• !^«eaKi^,MsEk«»^ao<5R^i^>as 

• OOiwtrfOcnend Cowed 

• Rstemal ASmis 

• Offi«rfCbtefC^>«s®r^Ofl!«r 

A de^n^tjonoftfiefiaietons aidfe^>on5tt>!BftesrM’dK‘eadj<a* (IwDiwisiom Sollosvs. 


Pf<wii,fc5,«hroiipti*»^ttjerrof«u^'f«:*u{nMtfH>d*,>uf<«o!i*i»c>ti to cotmiines*. dwt will dli w tten to 
ticctstom tltjtl ate best ftjr them. Consutues cd<fcstioois8ceinial»i*vsi(«i lo ttu; Biii tiiii 'I lw- i* 

ikvdopiniT tingewd CBttreaii to pxn^s fepeparticuhiedwllcogp*, as leqiarcrij tJjn Otnisl Frank Act, 

?l nidiiiJe<; the firfjowmg rsfBws: 

- ossSicts ditfieach to coswumej- gjo^js, dei! ri^i.ts ^wifis., sssmii'B.iiwIjr 
oigstuntionsi and othet otgaezarions /CKSincd on itsuiititaisBy tin^cwMvm} consutiiecf tiMl 
woaiRBtttics. 

C*fls»w«' fiagigtawirf- cteates ejqwiieuces for tlte Anmcint ptfelio to KttwbJe tl«*}H (<> live 

hetwr Juuneial itssss atid for people jnleeacftiig-widt dw Ihtceaii !>y xtevdr.^if^ pinHwnts lint 
partrdpatnw'}^s«5)fHM{. 

Fiwjwiw/ BelmaSaa - serve* s* » Ksource* fot consiimcct sdto aro looking K> bettor ntitlwinand how to 
(ink'e deotions in the tus^tciai scmc«« tiVK&tipkw and provides arms to tool: und inlbtoWFitxi 
Onat cai» lidp eorwunters make fitiiUKsal -iiotccs, 

tXUteAhwitowt-- hdp» prevent' fieuuwjd abtiMtofioworSi prmKito cooswrne.rork.ifsfiwTiwid 
oamiiiTier protecfioii efforts, a«»cl dwdops iniftatiws to wtaui* a{>p«ij.iri«W tools aiv rtvaiUbkt to 
gwde fijwncwl. di'saaoo nute^ Sk Attwoewt* tiS anti over, 

wpannmhip wtdt thnDwperixnmrof Dt^fe^v*ff to i'Jjhetpmo.® thtil 
militsuy l«tii^£sceuetrctbeft(Mniud«iluc»tio<i tlK^ ne^ tu .eitokethe.betlittiMid-dcicdtioi'tt (or 
theiiK tnonitoi e<»r|.tW*a fcOHi tiiiliWuy' faiiuliM, ami respemse* to thotar ajfnplairi.t»j mid (,5) 

coordinate tV cfibitt of federal mi state amende* to itopiove codstnitK (loMrtdij p.roteetiuo. 
ttiirtLnicRs IbcinilittB^&itidlei. 

StMjfnit - M»»« and develop* pc^OT utid edticittoR*! toltoions to aildrew aod prewn E.ooof twt' 
iltuuK'Ml pK>tection iamev of stodents. 


Hiisiirev aut^^xitce stith fedetai consume fto»tta!d kws by sci^eivising ttiacket: pActidprtnts and btit^pn^ 
crttbteeiiKiiI oetioiB whntaf^TopiHte. 
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U irs^-ries the 

ifewsfe ~ coa'fescts esaHWWWW? of iho jukS mc«i e<Tinp!<* !v,«ifc5. liutfl?, aiid oi¥<!it 

uru<a« in she csasitt^ as »ott»et:ikj*>H«jryiri!littHinti5 iwKVr liip ISweniiV jiiosdwtit.m, T5i«^sc 

efK>rts ai* dofd^- TOO!tSas»d with ihe i-^lank ofTHS-. 

Bii^esHiitwt — ttibisei nrees^.SEBjns ibkI wRjrtarasa actonK, wiinyapj^rojwiaUi, 1(> nv-Miit' tiiat 
pjQW\}e»s ofc<Msutrtec&iaticiaiproditcSa5)<J setwjcF5afe-a>ti^>iyii>g\vii!s siw Saw aisd tlwl »iich 
prowlexf acetiddaccouiitsd^wlsm sKe^fiS indofo. 

ftw’i^sssS'JSSwl oversigfrt arid eitfonwcrKiit of £kiv Snj(Sti;j lawn «i irakc' 

certain thiaeie<fittiecitK5ns Mcfioi ba««d<m eafsw atiyoiht-t (uoJiitjitwi fseto!’. 'Hw ol'feaiHt 
cf^^^es in im lend^ and educiAion. 

Nfniaiik S^atidts - iswdoa? eisaininaRws of dliiotait ty}w» of fiotibunk fiiMfickl 

services cronpai**, tncbjdij^tssnbadj afiilwtcj of Utge ifcposift^ty bisliUt!it.»u. 


Respoijsib!? tot \«dentandBigc©ftian»t fiaao^iratbi'ts aid oirtsiimet Indtsvioi; and ihr evi^jaijtig 
odicrtict tbcwisaua^fbtrrgiils^onaiid Sk: coats «id iiencfilf (ifpolcnliul CTr^islwijj iMs^iiliitions. Bd'oee 
ilKifa'PHvicB.KwtBsedt&ibcfidly'inPsmxd. Hic offices withiti das <liviiMoi« .*« staffed. vndtjMofefSiioMls 
ifdectwl for their ahfit^aa^cal 4a8s and sjfcjcct iniWter caiicitise. 

It ukUhJcs the ftdiowa^otBccs: 

Kiitmi -condiics leseMch and aj^ecatf poycy ecaiuaftons and fNaWishe! iindingi! on si. WBi'idy of 
hi M^ipocf ttte CFPBV eey tatcrs-basol poKcytnt&ir^s and to iVa'dop » t.lceper uiitdeottwiditiij of 
coiijurrtec linwtfial rtistkeS and hoaseJwld finw.KX?, 

^arkrt hms - ptocate' trad-Sfaemnket. mcdl^itKe, guidMiwi, »id aialysis of iIksi: .wsptKSive 
pooajroof nwtoste- TWiRaiiet tcatm «w tjwtlj Maiets, Mortjpi^ ^^ad!ew^ IftstflUnwotSt Il.iqtJitlify 
Lenduig: Matkeis, aid Oepoa'is, CoKoedoas 8c Ceedit iiifdnmtioit Matketr .. 

wodee to avawe (hat ndcitialcingis co»<ku'.«)Hi ux»n kilWrutet fat, end ci.ilcwvt; iitstniet 
>71 aucoolanfa with the l>m'- 

OffiM of General Coiinntl 

.RcspcKMibfR for the CFPB’* cat^ikneewLsh aH appiiwdilc taw* and provide? advice to Sib Dictiflof aid 
CFPB’s division?. 

E3s:feaia?.Aftajts 

Re?p>waibk for ensucii^ rfMf dw CFPB ttwonaits tfifstsi wiilt vsriiws utakthoMctts wh» Ivsw sut 

int<t(tt?t in it? u-odf HI Dtderio pronot«tBicteit»tindin|; oanapatciKy;. and acootiiilnhiSity. 

Itinchidet the foltowiof offices: 

Cmmmfy 8tsi4<«»fC>BSfOsjeiSf-s»rtdtKtsoutei»ch to sriwHee cwcSt piit.'s-idctu, KSi>«;ia;Uy 
eofitfremi^' «td <wdi 

C<»ic<«w.'4dBsa«S*afirf-advi»Bs*ndconstiiBv!id< the Buteaj tn tlwosetctseofiw fKu'wttiom atd 
piovidw infeNiBirt'motveniSgt^pfacfee* ii.ttJwc conjiancc litiwieiaS pwduvti ot veivitws insktvtty, 
tntdnding pfgatal, tmtdt ami coocesn?. 
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- sssres a fisison fisnction wirti djeMeHeenof'.iifigiej'; aiidmnj.iffSKiiiai sw!!. 
pKHiiifing tiHwfF s^>rm*tiof» oo flwBwieaii’sactiTiln;-! arKlxtsjxxiilinpio !iK]<unes aiuIaiiKvats- 

E*k^ets - a iiatyon ftim;tk>r) witfi Sh«f itwttia. 

Omfes^«eo5-ftxiiscsoRpioi:rfenj t^olutronbetaRcofhcCFI’B atxl icgiilftcd niliticaororhcj' Ehin) 


Boikls *i(i Rustaiiw »twCPPB‘* iipetstion^ jnfB»etR»3«» un support tfie mtirv <Hjiani*nt!ori tuid iurdwlitB !!t« 
liS^CTs of dw Chief FinanciJ OOkec Chief Infonraticsj Oflket; Oucf Twiwalngy ei; timl 

Htjrrwm Capital OflSew, ^aoa^ and Wocnen Induaon Cffice; Opemons wrf F aalitics; I’twcimnwirt; and 
FOIA. Pji’wey and Records. TW» (Snskai rfso intdiidcs Omsonwr Rftspwse,. whk’ti ris:«vos s:«jn)>!«iiK ajid; 
hdpr crxiswtwrs &jdarawets forqoest^i i^oii craiaimet fmiwidai pKKhicts are! scmces, 

On-Board Status 

Of K? of tlw. key areas of foae in btsldn^ the CH’B has bcm lo identify dte tKsi: tpwlifiei j ptw.sple to itwet fw 
imiTiecltaJe st^'tngoeed*, TTseCFFShfeimd^wgroficant stridtfshy ttwtsfwwijj' or hiriiij!, m>[j«;oswnjttetj' 
663 Itigt*!)' riu<difierlpefs«ineJ t^Sqaen^sec 36, This progress has hmi hy inkkij’ many 

exKicuiEent steps ia the areas af pofirydwrir^sroettt, UKUiirmtroe activities, dcvtflr^srwnt. r>.f tnniics, and 'On- 
Itoa tding; these inanf r «*¥ enifdoyecs, aH vdtiTO 'wecy eootfwcssed tinw fcaroes. 


Provided biiow is a-rJart tfsat dispiiws the dratitiHic tpMrtprfygt.tiwrti of re 
CFPB during fiscsl ye« 3011, 


;d jxwitireis fiJkid ff>f the 


CFPB Positions Filled 








Q2 Q3 
FY 201 1 Qiwiters 


‘ TheDodd-FtankAst w*S«Seeti<« 5064pKS)dss{«(!te transtercfcenamempfoysestt'nin HiftBcsacil of 
Govemot^ of the Petkra! Re6««« Federal Depreit In.iuraix;e Cof|x»ratic<t, N^aiional 'I'fediC Onirei. 

Adminiaration. Of6« ofdsCoB^woBer of dw Gtatewa*, Office of'Thrift SupeiviaitJn, atid tf«! rJepartttiet# of 
Housmg and l^han. Development 
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Pleaded balow a a petcenSaga breakout ofCFPBtolal on-board staff 1' 
As displayed in ttie chai^ the CFPB’s initial rffoitj to staff die butcKj h 
Euperaacn, Snioicstnen^ Fair Lending and Equal OfportaniSy ftirjSs 
reodstrg the hi^test iKtentitKi in SSr^ CFPB tj^ilatory and cowfiiano 


60.0% 

50.0% 

40.0% 

30.0% 

20.09f) 

10 . 0 % 

0.09f> 


CFPB By Division 

SI. 9% 


26.5% 



10.3% 




3.2% 

im 

2.3% 

4.8% 

.J 

1.1% 




coo* 

Consumer 
fducation & 
Engagement 

ExterOfil 

Affairs 

Cienera! 

Counsel 


Office of the 
Director 

Supervision, 
FairLftivJing. 
Enforcement & 


E.O. 


"The OfTae of the Chief Operatir^Offloet (COO) displayed as 245% is Komptisedof 12,5% fo:c 
the Oc^nsumet RespcaiseCentei and 14% fbt ail other COO fuiurtions. 


Design and Implwneiu Payroll and Htimaa Rewiircea Systems 

The Dodd- Frank Act did ssot^ve the CFPB diKct-hir® authority, and die CFPB was required to iirplement 
its own pajrcJ) and hdrir^sysKminoTitei to bigir! hiring regulatory and compliance expertise - either from 
cooipentive likes or fftaa transfer agencies. The CFPB launched a series of disoissions and negoriasions with 
the Fedei« Reserve Systesi and with federal provider of payroll ajvd human rcsouice(H^ systems. The 
CFPB ultimately deddsd CO imj^tonent an rnifependen? payroll and HR automated system separate from the 
systems used by the Federal Reserve. 

Undiw Che D<xld-F»nk Act, the CFPB roust astabivsb a ecanpansation program that provides compEcssation 
andbenefks thatjM amakintan, ate ajtnparable to the compansacionaivl benefits b^vtg provided by the 
Board of Governors for tiro cotte^ioitdsr^ class of eit^oyeea. AU such "orapensatiori and beneftts must be 
based <sn the terms and madstions set foilh in the Federal Rcseiue Aorouiingly, die t2FPB undertook a 
coniplete coropensarion and dassiScadon analysis and deveiopod* inaikst. -based classifivaticei and 
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coiiijwi)wtio!« sysKsn ftas sip|>i>rts its*i^egi*ofb)i2fii^sh3shh'5fcia«i, ftesibic. hii'h oo ioinmsc' 
«orkfMts; snd tfiat iStraGs boih EKfi’^tais fKnncHttsycofgcjv^ncucin as w,!' sa t-mpkiv-rtis ti'-'tn >!n' 
Siameses KansfMtsng ftsKsions to rtse CFPB. 

A4iESfondto. dw CFP8 des^iepedjtsowfibGieRtspit^siTJiindiinjsIiaiifiiifod »t ‘mi 5»iK' 1. PisHwsit. to 

tbcDodJ-Piai^ AcEjdjeCPPBljasaiBAettataf wiij> ffac sis ?rajjifcTiin4*aprfKws' ti' fftaibiisli (xtweiiiK^!' 
^icjsysienw that aSovp fot emfrfowes ttaostoEfij^ into die CFP0 to wiaia l:>tiicltrs pi-ovaks^ lo 

tbwnlsv ttieis poor ^tocy for a «i©-swk peaod and to teurfjuw tlwjp asKrairs >i.' rc«'jtscd hv tbe "Dodti- 
Frank Act Thesis i^tendes ate AeDepaitosenfcjf Housing « di« 5 t'fhar) DtrE'dojarwnt. OIHre nt Iburt 
S^yerfiaon. Ofiicc of foe C ogytix ? Bgt of the Ggrenc^ Fbaiemid tiedtl UtBon Admfnistiaticm. FtticiiaJ 
tX-posil iostiEmceCotpoi^otv and the FqJcmS ReserwBoantolGovcHnsrs and i-Esirt'a! ResweSwKm 
Rsoks. 

IV. CFPB Actions, Performance and 
Results 

Tito i^odd Prank Act under teefion t0<S2retnsresi She Jcjnsfecflato »f die ctontunniM. fitjam'jaJ psoii'.cUon 
funi.tjwis fpOTthewTOS pwdentid Fedetd t^Kats^to o«ueiw lalw:«hatt.Jtiiy25, 20 1> rnrless 
’Stas notified The Senior Advisor to tlicSecaftaiy of dtoToMsury »iitl CFPBsi:taii«n 5 fl.i.w;.i»t e-ibiblisliw.l as Jlhe 
pritnacy prrf:>rmancc goa for frtc^ vstt 20t i Ac BstabUdtoKot. *i«t staant ly o»' »ht,' l>y thtt Mansfer 

tU«e oOuly 21. 

Chj jul>^ 2i, 3511 die CF7B k? goaf mi h«^n is« Ni-xsifk to «« i» iwptinsibiliMs jin<i 

»ijthojih« to wifowse tfiefew on ejedtea^s. ntorfj^s, shaiwii' losiw, {wqjaiti timl)!, acitl orhes kiodts of 
finaiicial protfiicti and s«i'viiue!i. SonKafdteCPPB sctkirKt. .fiatliisg lity indude: 

• The CFP8 *ent mfto^.tcteiy to Hie OSXTi: of die depositwrii- insiitiUHJEit - gwwjisSly laiy,*? 

bniilK and dictrafKJwtos — SiatawisiiHjteet toO^PKi supvtwsfon, TTiCTe letter's, wiiicl'i iKitlitie th«: 
(^jwTpys approach to s^yewiMon. and csamiiMtkin. tiudteddie bn^^onit^of CFPB’s rej^jilar 
critTirnujikalians-'teith ftasiostittjfionj itutywcrises. Enfonrennsrw. tewn w».s 

nwdy to begin enfotot^ fodctiil oxouenes' fiiTanda}. laws, •vd'ietx. necesrat^'. 

• Tlie CPPB'a Osnsuttw Rs^tonut Center fcegjjti aceiy tjr^ cjedic card contpla'isil's m tfs newly 

neifcsijSne*! wehsite. and » toll Aeo mwiVjer.. CF'Pfi alto ls^;ati trfcirinj^ tiistmsed 

iKaiwowiiers to IwnMo^trQtavjaioj* na ifea toOftg^®»a»»»la>wehoH)u<r. 

• The CFPB began pii^Kshif^ ^Bdaeorit and rntMiro nikis, e»Bvij>leB Eif VBhidi indlmfe: a. list of she 
I'egwkEroiH-aftlMstJsntfotorageftdtolbtW totlhecnfsiraiiiWelsyiitoCFl'lhinsMHHiuKit to weats# 


* IbKkr the Dodd-Frank As. U« fotsticHs ssd cesponsibilittea f'W connuiKR tlmrwtsl ptomion tn ws ivei a 
trmMlWfwl to the CITO 6w§ »ven Fesfc.tsl agMKtes; howewr. the Federal Ttatfe Ciwsisskm. wa» iwt tetjuitwl to 
transfer any emptayscsto CWB p« Seetkw lOfil (bioVT 

^ I inJer the DoildFr?B&: A«.8»Jlhe*kias for eoewnef fowneial protectioo. ware Iransfemd tan the Siwl wl’ 
Oovetnots. of the Fedsai %«e®t. ttaapnolterof the CisTctKy, Off^ of Thhti Si^rvKtifi'i. Fciicitil 

Deposit Inavtfanee CerporaHosi Fedsat Trade Carastisiion. Notinnal I'.'redit Union Aclirtinistration, aisd tlie 
Depanmcfn of llouskss tmd fJHan DeecjopiBeitf . 

■* The CFPB is pr^attf^ 8 afttf e^ pl«s tahe^ ^de hs fature-yeats asn.-vitK'shesinning in r>«a(; ww 20i 2. 
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uewfiJs ^>cedtats tftavykfisnUJwPwacrAit » M lin ? iw-i T- ' i il 'ui t ii 

Acs. aid Me5!iA!f5li a pTOOwsbyslad^ parties ma^- seek »«Rn»,«iv r r t. n t li >i i‘i il i 

>sfe»n}*te«Ott;«!danHifeHmRjk«»tiS(«Dng!i»eCFPB-'scoi iJu In's (v j t 
'fiol^ion* of ar»y {B:<reia<« of IWfeial cEHiraittfT foSTSMl 

{i\jtlS«iutvCFPB b^ti-swds «tinan¥5i»bati«espD<sf &>J>i!y2!, 2krt 1. induclinii: 

• K»ttw Brfi^ Yea Owe la May. fte CETO tasutdied i!te Know Before \ mt s.)\vc projoit au 

etTMtto««*awtwof<^c?3llyreqraredm<*rtgajSi<iiscJo««res mloa stnele. itmspler lorraMia? 
makes ^ecostsaRdn^eflitcloa) clear and ail<nvscoH)iiintt!ns to u<Kn|>ai'ir.on «hop fnrthetiiJst 
offer. uIfB began fcrt^ two aUemsic prototype roritvs tJsd are ciestaned to be isivcn in 

etnwttmoswiahat'ejBsl^liedforauwrtgigoloim- 'lliw festisis whw!i is nesrina eoitipkfwn 
and im’oh’csiwo^-cateiiiteA'iewi with cemsumer*. iendets. aroJbrrifccin.’AhTcii - wtliprcesdo 
and hrfonB the CPW* formal nilemaking protc**. ITk: CTWI also has poivted the jtrototvpos on 
its website »i inta'Sdiv-c too! to gather (Kiblk inpBtahenil the designs, 

• TrsjwpamityioCredit Cards— Caedit cards an? the most comtw'fiiy used fortnofeansiimc.v 
ovdit .\hno8ttwooat«rflfevc&mifics wnv .have at least one credit eaitl, and almost half of all 
familks with credh^canis carry a balance. Inl'cbruary 200. lUeCl’PH held a cortfci'cniicow the 
first armivotsary of when mary provisions of Ac Credit Card Accountability Respoiviiliilit y awl 
Disclaim: - iheCiNRD.Act - tordcetlcct. The CTKIY confenaicc broii^t (ogothcrindiistiy 
repn?8cntati\-es, consoowr ^oap*. academies, go\-ficnmonl «fj>crtK, and otivers for a review o.f data 



The CARi^ -Act has wished in the ri^r .lirection. It has brought about, signilkant reftms in both 
the prying pracUcw sf card Issuers and the information provided' to cojwomCTS. Even so, tliero 
are a t<4 of mo\-i»g parts in a credit card price, and thmi.s still room, for impi'ovetiKiil in Ac 






Mh& 


The fiods that ra^kmeoistien ^ sottve «f d« ITX'^dd- Fwok Acr'j: iww cr^tiiwipjcuj rriaiM hs 

rrajiwatiO! (CMiEfor? -inrfodSt^jnKit ktoty disrfQSrti/is of the. esc-hai^ wte i.wl ■■-. sfcd lijstii 

p«^icy mukets mid otha siatwiv^d^ Ast *-ldifio<»prl MampflOrtvsy oiwssotr^ tx? cv)ihK>ti.id and 
ccBisideted whh. foe cas^ of sn«hi».iisinr fot: mei-wjsmg the cs-anj.xfoti eenwj of tfie 

t«TattatKe itaorfec nwEfeet otpreroating other ermsuroer proteclioei gowls. The (fjxict further 
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dj«cjiss« tficpotenStaifor tenAtancebtsSaries So fnftnmctnfis -corf-, itul II- uKs pbmiw! ( -I'PB 
re'»ifch f^fiaiislap bcteeen fwtstanceiissf'sie^ atKiticdil 

♦ Kepoit tut Credit Scares — CFTOisraedafnajetaSsl s'tjxirtoH hiy 11'. 3)! t t'xaniijwiip; dtt' 
<Bffe«s9»c»» beftseea ccetfit seniBs stidatoHiminetsaiKlsTorei iis«l !>y istniei's eu tiinkc c:ii‘i£! 
dedsttSK. 

The Pixid-PsBik Act lei^jHed fljeCFWl lo stud? the AftCTetKw lw’fwwt» i;)txhf sccte*! ctuistHEW? 
pjtfhase and ll^ecttrfittHS use toEnakec«!cSl<fcd*i<in«. TlifC-lT’B's titpi.-et c<jvi:ts tht; jip'cc's* of 
derdc^Kngcredt staxii^ jtiixkls, why diSeseot scoaiig trwdds nwy pnxfutx sa>«-)t for tlie 

sameaMjsun»fr, bowtSiteteat scoongtiwidsareusedby cieditafs in tht-sTOuhclpliKe, wiiai credit 
scoce? afB araiUHe so consotnets for puEch*se,9itii ways lliat ditTeratccs btSwtxi's the sct.soss 
ptovstfeai » ctBcfitarr «»l thascprireyed tacooseancrs tray cfisath'tBiiagi- I'.tBtsuincrs. .iH owittetiec 
tmawareof the sartety of CTedit scores svaiWicio ibe market {rfacenviy pneh-wea. scofcWievittglt 
lofaefaisorhctontycieiitseoR^trfwnlafactihciwwno sudi single ifcons. 

ITw Kpott discsisjcs the ^neral Ituk of infoomficai abotii. credit, scoring,. One smw.’y sliow s that 
many eonsuTOCTS do not know a ewtht score ccptrwnts the liskof not repayiitg alo.iut. 
Fi,irdii'rmose. many coostsnecs do not faKwe if i»V credit scores they buy may not use SBUwicretlit 

scf.iringmoddj that are most wjddy used ^ lenders. 

A* a liiSowup to tie rqioit the CFFB wiS obttiin !»nd wtalyae d*U that, sluxl fiirlh.e.c <«i 

if! scores WJdAes^afiamoe of iciamdeoitocms, ToMpe)liK>iitst»:onstaTtei:!i,S.MjCf'PiJ 
also posted advice on ia wdjate aljout Jtow to oblKwi md mnintiiijs a good credi.t .score; 
htfp;,.Vw«w.«.aBtimeri?tiaiwe-gw. 

• fairer ParticipomsamI Nonbank t^upen-tsion "• IlicDodd-Fnink Act g^ws llte Ch'PB dw job 
of siipenrisinglai^cbanfes.aswjlas tomeoHiec types of Itoandd c.oropiiraes, for ixii.nptiaiice with 
fcdctsl cojtsunseifuiaiiddptotisctiottlaws. KHiilfi b«>ks, ihrifts, and crrfit.urriofis Iwwb fstsm sifojcc.t 
to mrr^riofw by earioM f«.tei-4 «04«tot? m the pas t. otlict tjpes of ocropjuiwss ptov kiing 
consumet iinancist pcodiKts and snsSces have not. C)ik» of dse- giuds of dw si«w law is u> bs! w 
protect a>n*sinDK* by ee>>widiiigthjs Ijpeof sujjucvisjon fo rturdKnds comfurBcs. ThnoscsminsHoo 
Ilf twnbauk cort^nic* wili fee aoxicj4 jri«n! of liw CFI’S's work, Foe the tw« intiw, criatjy a( these; 
ttoiibank fmjut<»4 nompooies will be »<td>ieet to fedei^l onttitigiht. 

UrRle* tlic Act ilie QiPfi's twnbank supervision psogewn will be Bhfo to look itf eompmuss of all 
siaes in the mottgsgei, payday l«o<Ji!is,«»d^>flvatcttuf}«iJitetxliiigtradtBl:#. B.viefoc4ioth« 

like oonstiTOM instalknetw loans, money trwisrwtting, and debt collw.tktn—' li'ic CTPB 
grtwf4ly fsm supmiw. oiJy target participanr*. 

Tlic CFPB tecptestesl on Rtne 29, 201* on 1 low to define a "laigct: ywcricipanf ’ ihm tigh itio 
tulcnjakitig ptocess, in {icdcreoc^tKeLM^!e,CFPBptfol<rl)i«d». Notice lUid Request foi'Cwirm’iit 
(Noti«). PaHic sjctuneitts on the ^KVtioo? listed in (he NotloB wilt. Mp the CF!*H foitnuJate a. niw 
that help? foe CPPB n^e (he best ase of il» lexnirOBs to ptowet AniBsiciut cortsoiiietj . 

Bstlpiging the PuhKe 

One of the CFPB'i tc^ prteattes is to eonmatdssst wfenasnti.twfe attd fnti^tKntiy *cna ts s> wiifc Mttgst of 
kutettysjtd tncuianKgcoi^ s«tc»cs. ’n».CPTOl«oif so rKtivelyeogagti all staketwfdws foaicotitd 
potmituSj' be afTcctwi by foe s^sk^, wifo flte sjodeatandaig that tStew, is iiaadi inrigjii' to K; jXii.ied fiotst 
varied perspeesvis ceptcsentttutnydisfiiKtpoiflta ofvrtv, 
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ITseCPrahss twfdedacwsa AectMftftytoBsKrt (ts iad leani trt»n (i«‘ iuv|>«,t<-5<!v, -->i 

inAi'liy ssidojtnwrt^w^s; As Ufesidt, ^CFPBbsj <i3B«3?xlamj3lc ab<«it hi w its v^orti 

■wiB ^cctfabou? s5iAAoM^,aad s^gfsticmEfean slsiefeaJrfcrs hnweifiliitjsu’d pwjwjUK'iis it\ scUirsjr 
the ^e n cy. 

• Oonomnnii^ BftnksaodCreditt'Bfons— CFPBsets josi fofcadi.nit !<> 'tiiuil ntdei’mfWml harii;' 

oisdJ SO »{site»bejbteJul?’21,2»Ht. Bv Aprfl 2011. the t2PPf} hiaJ rs-scixd itsgojfiul ‘fit-Afeni;' to 
bsmkenftcBnsw^ state FxaAefcCFPBoflk^eddsvsaMlrfiei-ilie'iaj-rtu' JriA'^xnrteiiti.jiimiTsiwut^’ 
Banfeere oCAbwoc* Haitond ihe Oietfis tiiaon Natiutwl A^wuxsticni 

AfSars Ojnfwenc^ and Nifflonal AssoCTtkm of Pock'ial i^tsxlit hins-Mis t.iinj’wwsini! Cjtiirtjf.. 

A CPPB t«a»u has been EfciScatetl to outresot to smaH {aiancial seevict! pi'oviilers. 

• Tnurle Avsociatnns and Bank Kxwrutifes - CFPBIt*? fa-quenllymct wiih hiinkM.ij'CXK.’iilw'e^ 
andnadeassodatorts that sepseseitt boShd^oatov^-atidtjon ifejiositoryjiwiTtulioiu. 'Ihe 

has tjtdMflAsectfPtonwiyofdteflajoftodsosgsniaaksrts te^treseftiinglinnsIiMy to biiaftev^sd 
by irs^oikajKjd^wted ^eedtes to 8te FanswaJ Services Rotui.hrftle ajsd at the U.S. (2')«o4>!Kof 
Comtaeta Rfth Anatrf C^tal Mtdce! Sunwiv. 

• SeTv'tccmcm'bers and h£titia» I'omilks - h) janiuicy 201 {, ihttCFPB nxtiicA 

its Office oCSereicamtndietAi'ftBts. Tlic tKwiy hised Assistattt Direetjw, Oflicasof Servtcetfwttiiter? 
AlVaiM^DSAltindentands-ftsaRpetssMial Mp««jiceasainaitssy spouw; Atid work at tlw Bcttfit 
Bminefs 8ot«Bj tine - tfiatotat arKi woiiwa in the US. snmsd fotces eriffl3tin«!r\injc[vi«i 
frnwicHti issK^. 

fnlantMiy, iVsttant CStectos OSA dsited Joint Base Sait Awtmitt^Tesyu to sfieak with 

servit»Tiejijb«s and finanCB^caufivelocs about llw imiifLie finandjrf drciunslances anil diwHaiges 
dial cost in ifwiittwy xKjnwtaaajdes. In Afinl, tfw Assistain: Dii’ectm KaeeW to Joint Basri Myev- 
Mendeoton IhS in Vt^ia » twct.-witfv. aco'iomiettJicts and rfwii: fwojlies. 

Ihe Amatitof CS-«cto* W vdiited other, bam m wea, wiit«g aboiit th« fimioal 

Affaiw nndhas also t^SM Worea'si>h«atto»l.t!w<tfdi« Sii!nato <J^ Hoirieted SMiHiy 

Pedmt PuuTK'ial Mair^sttoitOovwuumnt Infoiniatuxi, Foidenl Sen-iars and imeniatirxnti}. 

Stwany U& Sowe C««BitKi! on Homeland SctTHhti*. 

• (!k3aaumt.-r Reapoiisc - llw DxH-Fratjfi Act dinxit the CFPB lo fkslitwv. ib«i <s>H«:lion and 


(«iTKM6. Hiw cotiifJaastj aod-OTi wn«.it' '«!( Mp the CFPB iil(;n(j.ty mm wtweo.'i 



Atrticipabr^tJ««nsny distges*adhai!*eovim«s wixiW eotvisi,-) the <.;f?P8 room sifly* ilja i.wjtu'b of the 
I'.iooaBiiet fiatetbn, Ae CFFB <.fc«gni'jl aptnea'S* tw wwmwy.t thfw hompowntxi;* wtK a 
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'.louring iSHmsdor wa ^ H^ieosnert HOPE^ Ifoflttie, alu’uring axiiSM-lirw, hoitiof aftuiaisV 
#iroii^ ^ D^rtm^t eftfsc Tiwsiity. 

Tl>e CFPB is coonSnanr^itJ i^spioach with fi!h« R^iiK>rs <d nwwif anv fi’t wm^itsoei-s 
iJufing ties ttiBisitioaof reyxKisibfliiies'. As <iot {»!{ tiiricffomldv, u plsns to loiilp 

oriefijrmcnTiBi^ooreBJaarSs file o^r pfwiicis to titp pnitlcrifiid fc-vj^siiors Oi otlicriipiirof'tijtfi- 
sgencict. 

The CFPB is inrestH^i'n * 21st-cefTliay H* infrsrttucfljrp ttusisiiR- tiMr ib ttonsonwr l'<•sp>;Ml?^ 
fiaK^ni* Keessft^ asf Souse, and secoee. To broad aircss. ihe-CPPt.i will provK'c-d. 
'isrieft'of^jntacidsffifMis.fndiKSi^.flielnteRWtni®!. !«. atiai »lo){ f!?e id'^ilKjnt-ntmibtt wilk 
F.o^sh ®idSf»tt>ishisi^u^<spai5&Bet- FofCT>nB!mi.-£s. rlioCFPB u CTcaiHWjui invntruKsi'iweb 
and phone systan to file and tKK^coa^iynfe. TlieCFPB « wtbsHe wd oaK «ntfu wiihJK' pKirek- 
anrwnts to firequenily asked pnxioas. iMPct ootit[>tami:s. rtw? 

CFPB b cfe»ringa®<b-ijased syn«n that sdlow* itaal issuers to view, aiat iiispond to 

con^MUfe oidj«. EfenftJ^y, dfis^temisespxwtwi to be used ol'otbta' Snaiidal 

prodiich. 

The CPPS has c i^i^e d and tgdi conatwe to eOegB^ a boM«l rangy of s.taktilitvSdcvi itndiK.lwig 

wirnfiramity bwAj.o3nso(n« advocates, industry groi^M, and ofhers - to gfitJxtf inpotorj ■the 
ccaiipiwthaiKBic^ process- TbeCF^iiaipwsmtedits cotr^daint intake pucicess luid csuT^t.iiint 
iiiovflujgsjrstwti Ki^lajgfst ciiedic card tts«ers. The CFPB 'will be Itoltltng, oogniitg disctissiWis 
'witlj tb<W ri^rdi^ iny ro TC n ie o ts to dw system. 
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V. Enterprise Risk Management 


Fiscal Yeai mi 

CFPB STATEMENT OP MANAGEMENT ASSURANCES 

9. 2011 

T!w msrwgvTKnJ She CoRiun«r Financbi Prstection Bujswi iCTPSi is respc.tisible foiosiaijIisSiing »rei in,jintainjiij eiTectivf 
intetnii contrdaod firaacisl man ag e m e n t syssemt that meet she *!«eewes of the PeJeri Manageis’ Piiiaiicial JrstegtisyAet of 
l'J82 (FMFIA). Coilsrtioue monirotit^ and pcriodk e'^oationa pcoacte tlie fcajis Rn. tiie annua! asveaainent and on 
nw^ement’scontfoSs, « recsjited I^PMFiA. CFPBisievesagmg the esciritlishftJ OMfJ CittadatA-UJ and ilie FMPSA 
aaaesBncnlmethodSicgjej to assist in assess!^ the af^Scabietntity-’PKk concccti. dr.’OJinenhng the »|:[.>!icatile ptoewses, and 
ideniiF/tngandKstingihekeyeontrois. Based on the wsutss of these ot^eing evaluations, CFPB can provide reasonable 
atsuranec that insetnal conttoi ereer the eftcefivenesa and efficieryty of operations and oompliaiKewitlt arplicaWelates ant! 
leguiatioTffi meet the obiecdstsofFJdFIA and no matetiai v^aJcwsfea wee found in the design or opMation of Hie inter na! 
cormob aaofScpsembet 30, 3011. 

As lecioircd by (hr Dodd-FcankAst, the CFPB is ie<?iired to provide a inamgemens atseitioii as to dieefKecnvcvwss of CFPB’* 
imetnal coonol ow*t fVwsicwl repoRin j CFPBmaiMgemeni is tesponaiMe Rx establishing and maincaining rffentive intenia! 
conticii over Snsneial tepeetins. CFPB oonAicleti its assessment of die efiectiveness of internal control over flnaticia! Lepotting 
based on the esiteriscstabiishsd under 31 U.SX?. Sec.^.l2(e). Based on the reatte of this evaittation, tlm CFPB e:»n ptiw<ide 
reascnabl* atsuranre that its internal control owe Soaneiil reporting as cif'jeptembec 30, 2011 was operating effectively and no 
material waknesses vjero Ssund in the design or oprsation of the internal rontrd 'Ovci- finaneiat reporting. 

As required by the Dodd-Feonlt Act; the CFPB is tequiced tomainuin fmanciaimanagemem systems that comply .g.ibsuntia.ily 
with Pedetai financial msnageroent ^stemsrequicemenrsand applicable Federal accounting stsndarda The CFPB utilizes 
rinanciiil mumgemsir systetns that subctamlaliy comply vnth (he letfiiteineiics fin Federal finuicial .m.-tnagcmcnlsysteins and 
applicable Fedotel uccuntirg startdaids. 

Kaj Date 

Special Adtrisor to the Secretary ec the Treasury 
for the Consumer Financiai Ptotectiav Sureitu 
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FciiJ«raI I-iaa<icW Aet 

The CPPB ^Fas cf^Kshcsi *s an miJqjeRdart bi^au in »l>e Fwterd Rej«v<‘ Svsl luitii'i >!m- 5>.>cU- I' uvsk 

Act Section ItHf is). Asaninftependenunon ^propBsledtaiteju. Ci'S’B ivcc>psu2c5 tlw l 
Pedrtsiiaw? associated wfti its^^mentif^effectivcenteqjriseask tndfjditit’ li«- I'ciicra! 

Man^WTs’ Rnaiosd inJ^c^ Ac*. This ttK^tifcg aisiaii^ that CPPB »lic*ts amijsi-opi’ams aic euVtriivc 

aidefSrieot and that uetenBlccwtiata afearffiaent tonii!iiiro*ee!cp.>sow iowjsft.' siisi imssnistisj'wnciH. 

lnfisi5Jj?«af 2flJI,CPPBp«f«a*neds8tmiu^kH5<rfitsfljk»attd 'vctmuttf lormiai contr.d!; mi 
<in independent accotmbng ficm to assist CPPB m ns evahwitons- The lestitts of those 

Kt^'ita&ons hdped 6? Hip^sortdwCFPB’s raasor^fcJessswiSicearcfFeeniveiiitf'ma! wjitisoi. 

ThcCFPBi.'cotwwttedtdeostKH^ithas«i cfSscbve risk ftuev^'coK-rtl prcijrCTti m fiscal wai .2M.3)t(sd will 
takeactiofB to Bt^>tenGatd! idcnliScd i ^o n gnendarictas ami ciincctns, and isicfcsss; rescHtmTS assigiwd hsait' 
office withm die Ofiit* of the ClrisfRreinaidOtfic«- the Orticcof Audit ansi intmiaE.Co.ntn'h. 

Fedemd Financial Miutagcincnl Syntmis Re^uiiwacnnt 

Sn.’ijon!0!7(n)(4)(C9«^theDodf{.Ffaid£Actc«(U3tes (heCI'l’B t<»ftti(Af«teot'arKlnwsnt®r,i fifuittcial 
swusagmtcivt s«t«nsth3B:s»jlwBitiBsaJ?oomfdy wsthFedci^ linaitn^ njstiajwttwit sywcim istjviireiwnts wkI 
^sptcahle FedMsl aras^^Ung standsw*. AscSsotssetibetow ui the scetioin.ni Phiitncifll Managcriirati: System 
Stiat^-, tlK?CFP8 hasairetcdintowj^ieetiKnl-with tftc Depamtvntt of dteTtvasiity’s ihtfpsi.ujfPtihlin; 
Deist (BPD) &w iltc «osj-s«weaig ofCFPB'g ««e fiiiandid. mstisj^uttw tytiem nmh. As stitit, BPD liivs 
provided asnirsiwes utCFPBfttafks svftewisin otwnp&tnce'i'itltdK: FitWJCwl .Msuiiijjcniertt 

hnjjrovctnent Act(PPMlA)ni»«eby ^ ^^totii* sttbstarr.titdly ctHnpHiwtt witfu 

• I'mlemlfiiianci^wtawj^iCTttSTStrttifesiiMrCTtwifs. 

• ApjAcTkiJcrcdcnalaccotwiiogstandaids, and 

• ’Hie IWtcd State* Standard Geoend !.«%« tx the Wsmsflctioci. tend. 

BPD hM reported th«i» system Tuhstajtiidtyowti^ev witlt (he three r«i«Iwtncrit» of FPMf A «nd. ti.tcmtly 
cotrqslctedaStetesteRt'jnStodMdafoeAtte.swikm EngagoiKnit ^5SAE) No. lej.RcpacSii^^oiiComBiils at it 
Service. Or^amaaoon. Thcifidrf»'nctefrt»idit»«i o(3ir»«din rite ^A E- 16 report that, iit .shorty iBPD's OMrtMlt 
NWwe HniHiily rtes^ted to ptontie swttirftte nssiKarto: ilu«:co«H!id edtsertives vwNrfd be aehieml if custoij.wr 
af^iciet applied tl)« complesnanttsy ciKifimttc agency coftrioB. 

CPPB erdiwtfltl its. mosmaJ contain over thtsprooKsingof Wsmactirms hetwem the <7.PPB «ia;{. B3?D. CF.PB 
detenoinwl it has aderjuate contjdemenTfti'y eewtrola in plaw. 

PinAtuiiittSuumx.'nt Audit and Report on Inivmud Control over FuittueiAl .ReiKnting 

Stjctions JQI? (>^ (Sy and ®0 DodJ-F'riBik require the CFPB fa prefkM* otk! stil.urut. to GAO 
Hnnud ftnitneid etatemsQtsttndafiaeMr&inofllMtt^cctiyiMiets of'llieuite»M9 contrub over IliMtM.'tDl 
a'pcniing. Sectioo 101? (a) (A) and (B) of die Dodd-Fmnk Ar* d«<> roquj've GAO to witltf thote finanml 

ststwiietws .inti «!S€rtiotB ar^ t*?™* thdr tesMlK » the bureau. Cor^jwss and. dw PitMidissU'. The CPP!!! 
pwpiued fsiiuicial rat^nents toe dte frRt hil yoa of opventi’m, (isrint year 201 1 . 

G.AOisnwdaiiewpjs^fiedau^ta^ioiKiflCf^^'sifticityeac^WH Gwatsjal statsmentif GAO nottxirrii 
ovKenjd rceuknetse* or rigpificantdefifflenciee in CPPB^ttmertwl controls «id<ifedtv> instmicws of non- 
c-cn^liAiKewith laws and c^dation*. 
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Financiai Manajpcmcat Systett»S(M^y 

CPPB recc^saerf sarfyon diat ss anesp bweajstnwrfed fo Jtf^ecas^ tsssiiistj bnanant 

5?stetr» »jd infoorwfton iccfeiwfcs^' MScntitiBiil!’ iukI iivsiUi'it, iriitwilv. »H “C 
CFPB's fiitancial nwB^enen* ItwsacSans vscfs pwcesseil llw tX'jwrJriMiE of s>]f J ri"i'sii«\’s 

Office*. In fecal ytac ^11, CFPB«iSeferf«sB>4cmttact willi the I!X'(tariti»,am)t 
Tn-asiays ButeatrfPvA^cDebKBPDjfocfccceots-scit^o^of accnc hiiimcjal n'lnrea.’ctneive svsfc^si !>(iU 
ivws a ceanswiGwl oft’-lhe-^selt'coteSnaiTCii tianap^Cjei»sy5lcm<Jpsij!jie<ti«!ti i:ia»lnTir«I to mifci yMiccaflv 
»'cef5tesl acCDUntij^lMiBC^tJcs fot pederai enfjiie*. Ifl aiUitioii U) the »>«• iinancisi! rriawijsaTicnt systi'nt. 
BPD jttiwide* secsfce*® CFPB.ssdiasttansactiofialiwocejsins'. fwiuiej;^ rcj>«riii<p.. wimsis 

resowKe services, piocur«ncn» setvicef. and tavet arsKSis. 

t'nrfew, CP'PB an !T InvwJmenl Reete® Besat {IRB) as ««i eseaiiivc advkoiy hc«1y pK>vidittg; 

the busness and tedins^t^ leadetAip k> amocidl eedotido^'tnyesixneiit aiiyjis wilIi i3«: Cf'PB niissioit and 
gyids. Hk: nwndwts of ihe IRB wotk widi fee CIO and fee Tt'dinoloj.y Inipli'jiwntatjnfi Grcitip to nsski; 
HiftMsned levTonwT^SKfcitksJsandflH'is* feeCIOinrDttengtlicpi'iJjWr kivexoneri'decisit.iiw to ensure iJiar 
CPf’B"* IT assets stte msragsd as etnUe^c business lesouiwa iImi si^oit tin- niisswiiitif ihebtintaii. 

Federal Infermaiinn t^ccunty Mana^etueni Act 

'lilt' PiskTsI JofemtstianSfKwriW Msi^nattt Act (PISMA;. resyktes tf,' tfevidop, docttiwnt, 

atid HTij^ciTient an •agency--wtde ptogywftSo prorMe seojiai^'' ftie fee iiit‘oana»ion atid infotttwtkm systems llwl: 
reippviH djKt^'jsmotjs and assets of fee i^Ky. As ^*<sws«l above, itiet'Fl’Bfuts fevprajj.mK'xisiing 
miismiatkMi l<sifen!>!cig'ajttI}^»fe>oasby<fcpkjyu^as4oi.Kl.l«ii5«l«ifta»«B«et.nrearidentcfiii^ijjirki vatiinia 
cross-Mtr.victt^agrBantMtJ 'ivife fee D^rtinenlofthc Teeasiity, Depastnietitd Office* unci UPI^ and fee 
Dt^eWTieatr of Agaetift.ffe, M«>o?ai Pinsiwe As pan: of fee judRiwniJetil iJenfomwnw t of fee 

(>pctati»n» atid btidg<rttrffeps<^P8, wlitdiis discussed below. (he.aiKltiois abt> «!jxn'(«d fe»!:di« CPPB .has 
(5cs«n>tieri wi9i key dttiisnts of the. E-Gt>ventmmi' Art; nf 2002, induding FISMA. 

Improper Raytncnis Rliniination and RccnveiyAct 



hidcpendeo. Performance Audit of the Operation* and BiHlget of the CTPB 



To «*K«.le Cf-TB's <^eaw aid p^feotwtee « these five ami, fee a-itStoe'# cfitetifl.were (1) 

cosiipliance vrife re^ajssneot*. (2^ aeWeveasmf of oipoiirationd ami (3) altgftuautt wrtli 

petfomiani* standaois. best pracikies, and/or bendsTBuks, to «? Oci»Ii« I,*! icpoii; fee iiudji*(fs iqwrtesl 
feat CFPB rttftdesigmficantpc^e* 4oWsiJsfesicl^’mgtv,p,al«»n('liat'*ce, attaining tugsuii/slionjilgjals,; 
and >nc«ting-peffeciT«tr)Oe s^s^rli. 
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Management’s Discussion and Analysis 


uf the Fu>aii«iai.S&uemeais 

The-jnincipaS finaisitf staierraTnts conetofrf n> thw rqs>r< Ixcti prey irtid inpr^tnt ttic tinaitaal 

poiiJtOo aftrf rfsult^ <rf^<^>ejaBf«»s of ihe Coiisttne? FsraaaaJ PnvSecJKiii ButoKipxirtiianl iis ttn- 
of die D«Jd Ptank Act Secttdfl 1017 ^lifiedwstatetllrtHs Ilki'Ixvh fwjii dif iwiks 

saxiRCords of the ConstBiiet finaai^ ftotecdooBuresaf. oxacoordanto'iputi Si'in'ialiy (icecfit'etii\i,v.:oi!o!jnjx 
pnniiplrs for tlsc Fedsrf |pv«ijiiimt, aid follows ttjepe^wtid pt«itiJal)ott st>iid«nw ['it>vkS«i 1 Ny t'iNSB. Oh; 
slsteoirails aiematkfidontoitie feiandi sepoft? used&5»iWnitotiUidajnlrotb‘.K!p:Uiiy rcsotitces, «-hi<'h fi't; 
prc|io isd usk^ t he aaine book« aid i%»idi . 

The: sSnement* tKoidftberessf i^di the a^zalkm tfiat dwyarefiir ncoir^wncr.t oi t.hiv L’oiled States 
Gofcmment, a *<w«e^ ends. 


VI. Financiaf Analysis 

How the CFPB w Funded 

Uiidet )h« Dn-W- Frank AiS, dteCFPB «fti»dedpfin<ai>idly by tnmstl'.w fo*ii <ite .B<Murt of Cjowhjoii! of tiiw 
Federal Rwtfrve System 141 fe> a Sn*t set forth i'«t the sunite. "niof^FPB reqiHMts iisuwfat fxcMm the Bonsd of 
Go^Wskhs in atnouiM* rt«isceK*S!5n)d>H'iHS<rsss«fyt,o ouxyotultstttissson.'ithiidi fundingis capped iit n 
piM-«MfetwfitiTO‘ofdieBiaia)09opet«Hig«pens«of a»f Pedemd Reterve Syvtwvi, »i!hi<w-,v to ms aiiniiid 
aliiistitwsit. SficcffwaDy. dieC'FPB fi^tauwfefs »ise cajuied a* folkiws! 

• In fiscal yi^i' 2011 lo 10 iKrccnt of these Federal Kss«vc Bystetn exp^ues (or oppri^xiBisMy 
S4^iiuliion). 

• In fiscal yx'ar 2012 to 11 pciccnCof(ltc»oaqiemc»{>trt^roxk»atie(ySS47.11rnitlibn), 

• lofircal year2{)l.s lo l2pcrcctUcifth»i«o^K!R&cg (orapprojdroiaoljy S5»7,6 inilltonX and 

• J» tiftcat year 2014 and beyond, the cap remains at 12 permit but will b« at^iiutted for 
inflation. 

'l-he Dodd. Fwik Act tsKpatw the 0=^8 to m«nt«in. mi accnutit wilh (he. Reserve - "Uiiwiatt of 

(kKKOiijcr Firwndid PtotKCtion Rnid" 'iBorosu Fund). Fieslt T«ii 5 iK.-sred feoni the Boa.ixl of Gox'ciriwte «« 
tuu»t«i«>l into die Buicau Fund. Btiitau fuD>l» det«.ttni<wl not. to li? miciliMl to nmi the o.irm.ic rtowiii of’ 
die CFPB .aea uivesied in Taswury fecueides oa the open raadset. Ewnit^ ftorti the kwtisSjtxtsti! ant aho 
depo.sited inlnihis fond. 'DutingfisealyescSOll, fivelwnsfejM Kibding,$fdl.8 iwSionwere*. o'^ceived I'camlhE 
Board of Gomnocs^. 

n»ft X>ot,W •Frtuik,Ai:i provi^ ifawBlKwm fluids obtained by or t«n?t«r«d to dw t'iiFFH tro nnf 
Governnivnt funds or sppropri^sd tlmds. 

The CFFB.«lso edksts fffingfee from devafopew as >«irt of live pioccvs roprrkng loteisWte LmwJ 
Settlements 3*-^’ 11^ fastc«» wkbw ncv» fixmi fewsd Mid sA«iw in die sale or .ImsMt oflMld. ifii 

1968, Congress taiacfed die InteKtate Land Sdos Full Disdownc Act, which is paitctm’d after the S«c»jntie.<( 
Ijw of 1^3 and retpism told ttor^epets to wfistee wibdiVKtoai of HXt ot. iwons ntm-csempt lots «id to 
jiKTVidc cadi fsitchaict widi a cSsdosiuB doaswnt called * Ptopewo Reswit,. Tlw Fropei'ty Ktpovt. wirawiins 
relevaiit infoitnsifesi, about ho nfodivisitm *k( n3Mabe<Miv«it,l to sadi jsiosbss^t liel'ore tha signing oi" ^te 


* In fiscal yew 2010. one e«eC<f ftr StS.4 inillfOB was rcccieisd sK'in the Board of (.hwer luita. 
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contact or ^eemoit On July 21, 2010, Ihis prcgom was transferred bo the CFPB from the Department of 
Housing and Urban Development puisuant the Dodd-Frank Act While CFPB conhnues to study the legal 
effects of she legislation with respect to die transfer of itese ftmerions ur'.drv the Land Sales Act, and the 
ccSecdccx of fees, the fees am cuirently beirrg deposited into an account mainrained by Treasury. The fees 
eoSeebed may be retained and are available until ^paodedfor die purpose of covering all or oaxt of the costs 
that the Bureau incuts for ILS pro gram -pperatLans. 

Pursuant to the Dodd-Frank Act. the CFP5 is alsoauthotizcdtocnllccccivilpenaldcs against any person in 
any judicial or adtainisttative action under Federal consumer financial laws. The Aez aJsti retjuiies die CFPB 
tomatntaaaa separate fond, known as the Consumer Finandal Ovil Penalty Fund (Civil Penalty Fund). 
Cbilecdceis of civil penalties wiU be deposited mto the Qvil Penalty Fund, which is in the picccss of bang 
established CFPB did not collect any civil peauldes dueng fiscal yen 2011. 

What the CFPB hits Funded 

During fiscal year 2011, lineCFPS was still growing therefore, the majority ©fits obligations idawd tn 
lesooroes essential K> standing up the CFPB, such as petscrrvtl, infonrucon technology, inissicn-spedfic and 

human capital support, and other general 
statt-up activiiics. The CFPB i«;ui,Kd 
$123.3 million in otdigaaons — $d8.7 
million in ContraeCs 5c Support Services, 
$•16.+ million in Salary Sc Benefits, and 
$5.2. mil.li.on in All Other - as displayed in 
the chart bo the left 

Some of the larger funded itema for the 
CFPB starhup activities induded in the 
$58,7 million for Contacts and Support 
Services include; 

♦ Slfi.5 inillion to the Depa.rcment 
of die Treasury for vatiout services such 
as, infoonation and technology and 
human resource systems support and 
decailees, 

• 15 million TO tile Bureau of the 
Public Debt for cross -servicing of 
various human resource and financial 
management services, such as core 
financial aceoi.intingi transacricti 
processing, travel and payroll, 

• $4.4 millicin to aironmac&sr for human resource policies and assistance in developing salary and 
benefits packages consistent widi die roqutements of the Dodd-Ftank Act, and, 

• $4.3 milbesn to a coainraceorfcedie development and maintenance of a Consumer Complaint System, 
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($ in millions) 


$6.2 



■ Salary & 
Benefits 

■ Contracts & 
Support 
Servi«s 
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Net Costs of the CFTO’s Operations 

The Statement of Net Cost otesentE 
the CFPB gloss and net cost for its 
three strategic missions: C:oas\mei 
Ediicaticn & Engagement Research, 
Markets & Regulatiort; and, 
Snpenrisicn, Enforcement, Farr 
Lendii^ Sc Equal OpporCimity, Total 
CFPE net costs foi fiscal year 2011 in 
these three prograramatic categories 
are $85.3 million - $4-7 million for 
Supervision Se Enfoicement, Fair 
Lending and Equal Opportunity, 

$22.8 million for Consumer 
Education and rlngagfiment, and 
$15.5 million for Research, Markets & 
R^ulation - ss displayed in foe chart 
to the left The majoiity of costs were 
incuiced In Supervision and 
Enfocceinett, Fait Lending and Equal 
Opportunity including foe start-up 
costs of foe pregram and foe majonty 
ofCFPD's personnel costs -51,5% of 
all hires by year-end 

VII. Possible Future Risks and 
Uncertainties 

Poreniial Funding Concerns and Poienrinl Impaci lo Independence 

The Dodd-Frank Act folloteed a long-established precedent in providing the CFPB widi funding outside of 
the Congressional appa^nabons process. Congress has consistently provided for independent funding for 
bank supervisors to allow fotlcng-teon plannirg and foe execution of complex inidatives and to ensure foat 
banks are examined legulaily Goid thoiou^ily for both safety and soundness md compliance with die lass, 

The CF^ has been tasked with supervising more entities than all other federal bank supervisors combined, 
including supeivising the laig»^ most cumplex bonks. ElTective supervision that levels tlie playing field 
between hank and non-bank instituaciistirLIl require dedicated and. predictable resources, and independent 
examiners. Moreover, consumer compiance examinatians for depository insfoutions with less than $10 
billicm in assets will continue t» be conducted by prudential regilatocs and thus funded independently, Thus, 
consumer cnnoliancc emnunations of community banks and lai^ bank and non-bank institutions will all be 
funded independently. 

Alfoou^ Congress provided foe CFPB with a souicft of fiindingoutsicls the appropriations process, foe 
CFPB is ryonetheless foe otdy bank supertriso: wifo a statutory cap on its pcunaiy source of funding. If the 
Director were to dete rmin e foat foe ncn^pptopiuted funds to which it is entitled under die Act are 
insitfndenttocany Qutics tesponsibilitses, foe Art provides the potential for CFPB to also obtain 
appropriated funds, up to a cappedamounb in fiscal years 2011-2014. In accordance with foe Act and 
appropriations law tequiismencs, fiitfoer action would be required on foe part of foe Director and Congress 
in order for CFPB to obain sudi appropriated funds. 
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FY 2011 Program 
Costs 

(Sin tnillions) 




■Consumer 
Education & 
Engagement 


■ Research. 
Maricets & 
Regulation 


■Supervision, 
Enforcement, 
Fair Lending & 
Equal 

Oppportunity 
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Duitngfiscal7eai2011,feeOfficeof*eChiefFinsr.da]Offi'e p i i e t 

deveicproens of Jbe Consume! Pmanaal pK^eetion Bvfeau (CFPBi. ilw '-I-i'd was -jsiablisliev 
U'O<W-FiirtkiWtwher.k'e»sa’.3CteiJonJi!iy2l,20ia Mucho v* u t-c-'-i. F'' 

ooruiedduai^fise^ year 2011. Dasing^ tee. kis agsr.i^ EKw from 5s aripiO!iMj m sne ; 
663 employes aS fiscal year-end The wpid growth in eiaployees ana ti\e assorjateo o:nces loc 
3i^>sGcar« ie'rd oi effcst to establish dts necessasT sxaport stnicSjte ot the agency. ;>i>inc oi i;h. 
acSvides the Office of the Chief FiratKUij Officer si^K>or*»d m fiscjj y».sr .’•) : 1 -xclude: 



• Enlercdirto laer^jncy AgreejncnJs with oilier federal agencies to obtain services in the areas 
of financial managcmeit. human resource, procureiiietit. travel, and piyioll: 

• IDesi^ied and dsvelcpid CFFB"* bvK^et and internal ccaUrol funclirai^ 

• Dev^eped CFPB’s opeiatmg plans 

• Prepared five fund Kqat« tiansfets from the Federal Reserve Systam toaling $1 61 .fi million; and, 

• Coordinated benefits payments for Stansterees 

As anew stand -up bureau, we recegtiise diat much weik temains to be done in fiscal year 2012. We will 
coniirftie to weak, towards stosngdsning the Office of tire Chief Fina-naal Officer and continue to mture we 
liave sourvd fiscal policies aiid a s tK>r^ inteaval concto! enyiKaHiienC in fiaot. 


I am {deased to p.-esentfrie CFPB’s first set of SnancMlstatetnenls as an integral part of the fiscal ye.»f2C)ll 
Fmandiil Report For fiscal year 201 1, theGweinnient Accountability Office rendered an vmouaiiiiedaucSt 
oyaraon on CFPB’s financial sEatsmentsandnrasdno jiiatcriai weaknesses ot signaficurit deficiencies in 
CFPB's internal confcsds and cited no inatances of non-ixsiipliaiv;* witli laws and regulations. 




Sleyiheti Agostini 
Chief Fowicial Officer 
Consumer Fmancial Pre 



Fretldy V£es 

Acting Depu^ Chief Fkiaaciai Officer 
Consumei Financial Protection Bureau 
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CONSUMER FINANCIAL FRO'fECllON BUREAU 

BALANCE SHEE T 

As ofSepceoiberSO, 24)11 
(la Dollars) 

Assets: 

1 aoragorenunental 

Fund Bsance >»ith Treasury (Note $ 

l-T«slineuts(tJotc3) 

30258.804 

Total Intr^oaieramental 

58,072,114 

C»K and OtHec Monetary Assets J-Jote 4) 

A,eec«jnts Receietbk 

Froperty, S^ipnent^ sod Sofrtfsre, Net 5) 

Advances and Fcecarments iNcts 5) 

032,021 

7,068 

1,770,214 

14.685.107 


■TprtMigy",- .■ .-: • .■y.^.. ■ ..•- ■ tt9:7gi.S2a; 


LukhaStses: 

InErsgowetnmental 


Acccunts P^ble 

Oilm (Hole?) 

8 3,288,536 

1.151377 

Total Intiagoveranental 

4,435,513 

Acccunts F^hie 

.5,728,159 

Orhet (Note O'! 

9.129.788 

Told Liaiiilaries 

t 19,297,860 

Net Position; 

Cumubtree Results ofOoershens - Eatnuciced Funds 

J 96.472.664 

Total Net Position 

S 96.472.664 

Total Liabiiitiea aridNet Pcoibon 



The accompanying wstss aieaninti^tai part of Ihese faiandai stateruents. 
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CO>BIjMERFIMANClAL rRO'IECl'ION BUREAU 
STATEMENT OH BUDGETARY RESOURCES 
Fof tbe Fiscid Year Edderl September 30, 2011 
(In DoUare) 


UTObi^ated Balance Btetight Forced, Octobet 1 Wots 11) 

Funds A^^iiaHe foe OUiganon 

% 

9.200,000 

161J49,S$2 

Tcfial SddjKtacrRnewtcs* 

r 

. i:7.:-.a4.?.ssS 

Starve ofBndgetaty Resources: 

Obkgationj Incutted Wote 

$ 

123,329,7S0 

Uncblig^ed BaJance 

Bjsenrot Ftosi Aooottionment 


47.719.902 

To^ StMuaef Bi'idc«ikn:'Reini«M 


•'t71'J)4$JSS2. 

Change in ClbUgated Balance: 

ObSgaied Balance. Nst 

Uowid Oblieanons. Bccuehi Forward. Ocaober 1 Wore 111 

i 

92.00.000 

Tota{lJnB»a^»S»asdI!aUnc«.N«-'. ' 


'.A'A^^aoajOiW." 

Obligations Incurred Net 


12.1,329,750 

Grees Outloys 


(80,945,715) 

ObHgfitrd Balanov Net. End of Period 

Unoard Obiinstions 


51.583.044 



0v;54.SS4'fi44l' 

NetOodays; 

Greas Outlays 

$ 

80.945.715 

I'aainr.i .. iaiasasu. 

L 



The accompEnyjng notes are an inS^ad part oftftese fmar.ciii staternenls. 
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NOTK 1. SUMMARY OF SIGNIFICANT ACCOUNTING POI JCIES 

A. Kc]M>ithij2 

The Biu^j of OjBSiBtKi RnsKKid PcoEeeftsj, knows the Cc>i'i«irris!t l-tnannai Bmcnu -v.S-l’B!. 

-was estJ^hedtirfAsr rfioDodii-FitBlk^an Street R^Wnn suxl tTon^aimer Prole-cnon I'Vcf. P-I- 1 tl-.l'i.) 
(X.ixid-FfiBik AelJ on July2i, 2010. CPPBisa? e«£aWishe*i sb an indejica'iJent hnce'ii'iwirtiin the ftiAw! 
Reserve SKtem-TteButeau is aa Esecutire^'iiCTas tkfBieslui Hvttof) !U5c4 i'jtle 5. Ujiitat S'iilc? Gxfe,, 

The l>)dii Ftadt AS KttfWBaes the CPPB te esetdse its authonhes Uj ensure tiiii. wirti tespccr. to eottsj imn: 
products aad setviecs; 

a. Con«Bi»CTS Bteptovkfedwtlh taneifimdlWifeistMidshteinfoctHsitiojt to rrakt- rcsponsibKi dtldsitins: 
about Imanced tiatsaacMst 

b. Constsi^s are ptoteefed fran iBtfsir, detsptrec, q* abusive acts and pts'sitw utvl fixim 
AsesatmtiAnn; 

c. tOatditedjUreiewss^f.otWJds^lRaderisoBTe rtgjilaficins are regsitatijf'idejuirMi.tafk! addreasreE in. 
otifcr to reAtce utrerarasited t^siJiao^ btttdmt; 

d FrdciaJ ctaisHmer fuiancia! Saw is enforced osiwistoitty in order to prouKi W fai.i' ct.KnpWiti.on; atjc! 
e. Masket* BsiconsiajwtfinajJoialpfEKiucte a>»l«?cvic«s iTpctaiw tiansparcnliyund eftideisily In 
f^Siiens sxat and iitnotucicKv 

l.)nd« the Dttdd’Frwk Ad, on (IwifcdpTittpd dat<^ jvi5y 21, 20(1, cortsuii (B-tthwitiBS and fijtittboria 
of a^cie* retaho?: to Federal coBStttrwt ScantHai law were tratisfottwi iw ifwsCFFB i,ii ntder to 
aeooTOfdnh !}«■ above, ohtecliwsv. TlwsciSudKHslks!. w«c temafetw-d fiwn rtte Boareiof Gtive.itiow of the 
Fecient Receive System tBo«rd of Govecnors), ComptroUeir of the. Oircwicy (00.7), Office of Thtift, 
Supetvisiort FctleraJ Deposit fnmmire Cotpotatiwi (n>10), F«teoilTf*de Comniissksi (FfCJ, 
Natioml CrwSt Union Ailit^swsikift (NCUa^, suvl die Dcparinumt of Houwig mid Urtwn LVi'eJopnieiW. 
(HUD). Its addition to ihwe {iwwfetred siaharitie.*, the I>Kld.Frarft a\cf.provkW sht^.CFPB witf.i wrtaiti 
I'lBwly' rUiddished federal eonsuRiec iinaonat Kr^irtatury authorities. 

To accomplish its inissi'W. du'. OTH is o^aniacef into six pdntaiy <fir«s*oiu/cvffic«a: 

t. Comranci- Edocamon and anggyiment 

Provides, through » variwy of inititaives and mediotfe, tnfoomtion to ccHisunie*.? tlfflt will, fttlciw slismt to irtabc 
dct.Siniru than are best foe th«n). CnuumeK «di>cstio(i is a'cecitraltts'saiu.'t tn dw Bitmu. Tlte Bun^aii is 
developing tsugetrel ijiflitaiJi tctgrospf tlisf: ^mx^pa^tk«i^u'chft!l^^tlJJal, as retpiited.by die. lEJoctcl-.Fteuik Act:, 

3. SiipecviMon. EnforceinaiL Pair Lending and Kqital Oppotlunity 

Ensures coni{)tituv» widi fniesi cMutxnK fvnancud laws by su(>«tvi.sing rnailcet. {wlictpitohi arid brin^ig 
vnfciteenjent actions when, aj^awpria®. 

R«l>omible fortttwteoUasdB^aaHiBwsr finsreati markets and osnswnerbehawof, for ci-aliuiTirig whether 
there is A need o^ulatkin, and fbci&taniiciir^ the cmls and benefita of potential o«: existinji) sRai.^sitions, 

Before tile Buksu nos, it seek t© be lyiyinfotuicd, Theoffictwwitiun ihi? division are witii 

pitilessionals aelc^ed for thdt strong ana^tk sUHa and suL'iect maitvc ^scitiae, 

4. Di'fkc-ofGeoeiai Comatf 

Kcsponflbk for tilts BureaA cwn^wnee-isitiialt ap^rfic^e laws ansi proviieR Advice to tfie Diw.tov and the 
BureaiH dwiaions, 
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EnwiPs fc^is?<^^)fae8nlh vafk>HSStakeh<.idefs tfssf havi- 

aj faift to ptomote iiiK}efsian<Sn^ mbt^sriICV, and aecouatalKlif!. 


BxnldssiFidaistaios rt>eCFPB’s operati-wiai mftaslejctnee w siq^port (iicoitirci'tsafiizati 

Ttie-CFPBvPtwfeSwessi^j^d scK*ss (BuHftv vsith iw headeptaactJ m V 

tiutflitp offices >n<3>icf^. New Yorie Qtf. and San Fsandsco. The lusuiyiiittcn'i is tmij: 
sevetid locatioas wdiat D.C^ t«S«mg qaice remed Acout^i itneii^'jicv apci 

Depactnxeit o( t)w Teeasuf? (Treasiify). CFTO wfi eccnhii^' c>-«iK>U<fei<' t ts beaiiqitatter' 
Wasliin^oo, D.C.ThewoifbaeinCFPB’s t^gnsml otRccsis pt«k>rtiiaB'iflv w>hili: nn< 
office and amfrtenoe room space is used in the f^ons. 


. the o^amtstionat stfuesae anti i»spwist1«!jiia: of C?FB is availaWe oi 


AcldiuotiHl infotinafjwi o 
•wehate at Iiii|-it/Avwf.>-v 

V.'iKler die Dodti-Ftank AcU the Seeeiaty of dte Treasujy is wepon.iifah! for estAhshinjf; the CPFB atui 
cxMosii^atrtainofiSsudwiWertattiftE&ectocofdieCfff'Stsinfrfaaf, On July IS, 201 1 Pte»i<l««t 
Obaimscnt to the Sen9tc»no«»w8on foe a Difiectew offlPPB- Ihe Cl’PB is <wU -ttitinxit. «. rai»ctoi: afi<! 
contiraies to opmte arjctet foe sBithnaty of foe Secteiary of the Tterasi ity. Ihc Ii«rea« *s dny- to-day 
creations are n-mRigixl by tite Speaa! Adnsoj to foe Sccit-aty of dte Twajurj' hn th«t OmsitnTer i’Sniotdi^. 
Ptotcction Butewu, 

li. Basis of pRotcniation 


CFPB'ii pmwijiiil stihwjartswetept^reii from its offiaal fiii*i«i>ilmjorcb andp.rattft^ ninfomuty 




flf9;m.«fjd(iitw to the iimnml 

opncaboii for foe CFPB and foeeefoMcampaHitive sMtwnents a 

'0ie net isast of operatiotw W |«esei«ed by the foi»» fstinwny objecti'ws of the ffutiOBi - efosottB, ettfotw, attd 
shtdy - and it awsistent with CFPB’s citjwiiitniiCTud. sfttK;tii«». 

C- Buih of Accounting 

Tf witaction* are secuitted on bofo m aaswl BRwiHttwtg besit and » bwlgctaiy husk, t.hjdcc tJw iKccnMl Jwsis 
of aocoimbi^ te¥ciB»5 are oreustwed when eanwsl mv! wtpenset are i.wcognitied wl«;n » iiability is iiKSimaJ, 
wsfoout regard to cm: payat 

rcqiaiwiicnts ajwlcoRttds ove th 
aisxjjted ill foe UwtodSKtei foe & 

Accountine Stanckafe Ad«»cy Ba 
<>!rWtedPtd>BcAc«»aitaj«sasfoc ifoi: 

fedci-d iffivenanml eifodai. C 
intiseguvenifBeotel foro^Ksa 
ihnse die ftomortanfocEfed^enrities. InCagovistBneJujp cawed rovwut's are collections m acciijids dtis: 
frorn ofoet ftdes^ enati^- Itif^^eetnroefltid cost? are- jiayrnaTt? oc aconiah due to othet fedfral aolitief . 
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CPPB'iub Slid of sil assets ttp«ftsi in tliesc fitsaociai sR««t!enfs. CF-TH does eii-m 

wre noEi-entuy arsets* 

I>. I'untlinj; Sontees 

Ftodfs^needej fof c9««t^o«t tbe twsstau ofGFPB ts obtauitd pnimiilv- thKMjpls toisfdetf iK>ni the ik'aisl 
of Oowoots, mteteMeamed oE> ineessi’wits, and pensBtBs and fees i3^fcw<i. Iht i.Xxid f'viUik Act 
re<^ian?« die CyPB EonuBWainanacctntrrtwilh tfwFettef^ Resew - ‘ Bt«es«.i o( < Imaiwa! 

Protection PimcF Auteui Ptawl). TheDkeclotof CFPB.otiiesgriee, reqiKst? rrsnslciF Srian ilic Board of 
Goifwnon «1 #t«H8tfs necessary lo caey ots the ailhentties aid operatiwis ot die Btiteari. llic BfiariJ of 
Gmetwm ttwisfetj die t\ar<hoife! fce&ffc»iFut*d,'!Hwii«m*ntaineti at die f'cdetal Reseive BjbiK of 
NW Yorkt^RSNY). RKes[uftjn<hdeteai»rtedt»tne«iedli»iiu.-e» dw cutieni tiereis of die Bureau an? 
aivested ar Treasury securities on die open tnatfcei. Eawangs from the investfncnts *r«; also cfcposited imo 
this hind. Goir^ focvaitt CFPB foitdpate? reqiiefto^ funds fwt atfuaoerty Basis- ihefuiKls nissninnKxi! l?y 
(he FKBNY ate r^Kjtred in *efioawaS^temwits and related notes and ctfavstid. budget. :(ii!thor>t}'h>r 
CPPa 

Tlir CFPB ftmrSs^ requests Gjc 9te Bureau Fond «k appeti m follows: 

llw amount drat jhsfl be tcanifemKi ta Surraui in eadi tiscat yeac shall »» t «:x?:<!a«i a fisctl pctccntsgs. 
of die lotid s^esAige^senses of tfteFedersd R«cn’e System, f.dsfect to wi atuttiai irilktioii (KjjiisiioCTji, 
»9 cepr.irted in the Annual Eepoi^ 2009, of die Boaal of Goventor s, equaJ to; 

I. lOptwsntofnidietqseReeikiGseelyearSHI, 

Z Hp«s»ntoPsBdie*perM«*a5fis<s[yertr3>l2, 

X Ilpc-rccHtofsusircspemeijo fiscal ytwi 331.% and in rwdiyim'dw^ki.; 

The IXykl Pratik Act espUddy pnwides tlwj Bttrmt funds ohnattoif by or transferred: to d^B ate mt 
GoecmnWTSt fiiisl» <w rqsjW^riatfrt Riwh. 




n order for CFPB to obtain sirdi appcojiriatwl fiiods. 


dfotCFPBtoitlsoobttm 

IS an In awoKlaiwe with Itis? Ass mi 



program ptotect.s crattrumets fiwrti feivud and ehu.KC 
tnteortato.iai.Kl Sides M t>l«J«nn:eAtrt. whidus 
Br.M l«id dCTdo(xi>vi to regLsfcr niiKiivi.sions 1,(10 






the CPPfi feotn HU.Dp^nf tttoSdd-P«f^A,ct. ^S4«k (Jm oentimm to fejpi! eftb.1 of tfto 

lesislaaon -laife cespeecto^ tcamf^of dtesehsctcms LKi<ie.r fhe LandSdes Act, and the mdeutiun of'fee.s,. 
the fes. are cunsatly braig deposited into an accousrt rmmtsjrwd by 'f reasury. The (ws tsdleclisd. ntay be 
retainet! and are i»yidddei3rBil«ipefld«i foe the pu^tojtrsif coveting all ot thw wt* dial the Biumi 

iRCiiti for ILS pto^am opwitiotti. 


IhuMont K> the Dodd-Fttids Ack thcCFPB is also atidiDrirwl to coHc'ct dvit psriallws Jis^sintit any pmon in 
any judicial ot adntflisttaave at^is teufct Bederd owuumet fowncial laws. The Act also retjiuiKs Cw: C1'‘V’.B 
to muoitam a sq»ar*tcfiHKl,knQ*n as tfje Constance Pifwndi'l Civil Pcrudty FtinrivCSvil Pf.nuliy Fund). 
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of d^l peoalbes be ^spisated ijie> the Ciwt ‘Paiaity Inani vshiei i tsilf be iti^uiTiutteiS bv the 

f1\BNY. ThcOrf Pendiy f^dtsin Aiepcoasss ofbea^esfiajfesbfti '.-PPri (iidriot aitlrct aivcjvil 
penalties for fisrd yeir 20! 1. 

CFPBdso rofognraessmpiB'ed Jmssaw^ soukcs. An irnpuSed ix <t>o>jr>nx<x! hr rfn- rr-ec(>'iiti' 

enfifr tbc exists th3a.Wf«!ilb}.’Ods««nt!6es. GFPB KCfgnrtediUfi'-iK'cl-.wlsasKl htirestsii;' s-jiiirtrs »> tiSO-.M 
yeas 3>i I at pcescaihed by aceotatfe^ staxlastis. CPFS rec<^stJ»s as jbi Ktipiiuti njivirianw souiiv the 
aivjtaltefpeoxionespaises forCX^Cstsd rtteCSTtceofFersemod MaiMt-mwit ;t>P>‘4 ;b« 1 j'f>5t-(i'liienw*n 
bawfnespotses fot OPM fsx curtenl ein{A3ye« atotoed tut CFTBV beWl- 

E. (is« of }^on»atcs 

Ibc Bijns3ubasni9decctSanet6nB»tcss«jcia»aiii^tkmsKl«aijt to the reportHB’-ot *stew. finbilities, 
»weniie»,«pet»se»,«jd d»e<Ssdcjsu«ofcoottt^ffitli»Wities topicpwc tiK:s<- tiiiaitcid siattimenw. Actual 
n-st^tse3(id.Hi^ftwmfeseesSmate«,^afic*u»«maciionssiibi««t to cstuMU's melistU' «>sw wsnsKJiiig 
btsiefii plsiis for CFPBcflt^wee* feta ase *inimitetcd tty the OPM, OtX, and. intt hwiciia!. R*:s«i;vc. 
SwRfli iutd cost dkxatksts srata^ihe jtK^pattB on tfw Sbaemtnt of .hiet. C/ist. 

F. Ettnttariccti Fuads 

PA&AS’^s Staftstxnrt o( Federf Knancid AcKwitingStsndwds ^^PFAS) Nts. 27 .Rgfl«*ng 

wtdiiitbed certain rfaeJosK^ wt^tentents for ftsteb defHtfld ‘'«tOT.ttksxi/’ S.PFAS Nto. 37 

fiaaodHg towee*. tpWtJi remain twaSdiEe epee time. Thcs.e Sjwicific#Ry kfcutffi»!d revCTi.tiw aticl other fitisniMii?; 
sootm are r«|ui«d by sSUi.ae to be t«cdfo*tfesigwtled BWiwtiis^ beneJils or purposes and ruttrt be 
accounted for wyaaa^ ftsHvfceGevemnsetrt’sgemwd t;icveni«tJ.”T}ie jtMuha-d.dro puKseiifs (Itree t«qui«»!tl 
caiwria for «« eaewrio'daimi Bseed on the standard's oireria. f^FPB is m «to.wired.'ftm<l .-hett no its 
ptiiiwty hBtdingsmuKeshwngttaailastisMM the Beard of iov>«sftrrtwif.*,ajid to iittin 

U«e ILS ptogfjun. 

G. Fund FtaSance widt 't'rraausy 

'ITvslIS. Troastn-y holds funds intlw Treatury General xVcaHMaftarCFPB which, are avaiinMe to pay 
agency liabilities and finance autiiuriitcd purdiase obligatium. I'lmsQry firuceasctt cash and 

disbursumuiiH on CT'Ri's behalf, such as foes collectedttom the ILS iwogram. As d!is«w»»sd hi Note .I.,D, 
abm’c.CrHl also nuintains ati account wilh the l-RBMY knotwi as the Bureau Pumt, During llie yw, 
increases to the Bureau Fund arc gcnsialtv comprised of flmd ttaHsfws ftsmn tho.Boant of Govomor* and 
investment interest, These fimds are- available for transfer to CFPB^ Fuat! balance with Troasttty. CFPB 's 
Fund Balance with Trwsuir is maintained in a special fund. Asfwcwl fond is established tvhesre the law 
requires coUcctkms to \k eannai ked (fora a specined source to llnauce a pattiuolur pregnun. ami .tlto law 
neither autliorKcs the iimd to condiKt a cycle of busiiieiat'ty'pe npernkions (making it n revolving fund) nor 
designates it as a Iml fond. 

IT. Tnvcaimenfs 

CFPB ius theauthoflQ’toinvestdietochimthc BtireuuFtuid austuiu liuu: are noi' requi red to meet' the 
airtwi niKsdt of dw ^ mvetf* sotdf in U.S. Trea.nrey po«;lw*«( «w a di.vwvBW on th« 

opcit nwritet, wfoch Me noat^y hdd to oamusty and csitrscti steott <3FPB selects iixvestntcitts wiUt 
nvaftwiti« svBiaWetoitsnreds.amendyfoiecrnoo^Twasiue bills. Inwttmcn.tt aw adjusted for dwcwinM. 
In accc*<teocewidvgsaecaayaa3^tedaecotttttuigpdi»ciple*, toeCFPB die valu® o.f its snvcalwrwt? in 
U5. Tf&tHiry at cost and semrtees As isooont on a hoe Iwait wr th« tettij of flw 

respective issues, (nterest is audited to i»« Bureau PiakL 
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of Aw .fcfinf*} |«ri«4of wiw, Aieet^lowes nwy mfxd! k\ progiwos 

Voi »ho»e- eiijpiiws panjcqwwigm the twiMfettiiig s^jimcii’is' pogruftw, CFPB feiirilnuKin Uto 

ageoeiw foj- nfijsMiitsMaaw costsp«e«snt W* imnoraiKlii. of »iri rf«Mlait«lir^ wiAi rtw. Itwiifejinj; jugraicws. 
'n>e*c cojU are r«flecKAa« espease in d’WWt finandaJ flatejtasnta. 

fiy (KjiiAyrt-.f i«t frait^hmi parjiMsf u thf DMFnmk Att 

EnnAo^-ca no8 |rariKf«t«t K> Aie Bui<awiHreKM!il(o Aier>Kld-Fr«ifc»^c«;«eni»>iI<sAittb<MiBf5.l;pt'0gaiiiM 
arfiiwKSW t«i l>y PPM miA aJ» Imw Aw oprinn W to oon-TiAc 5 hetwfit. pitigoif tw sp<>(woi:«t Isy CPPP 

in addiuon lo.ot in Km of, PPM pxograrm. Poe those eropiojwa pturncipatjog ki batflikjwsi^ains) 

CFPBteeonJs AicctiipkjyepsvtMitabuuan.to Aww projyiBw*- OPM teco«d*A»! tial>ility and pays . fwAtae 
progmnB oiilxJxiSfot’sBofrtwPedejalfigBjjacspBirtioipaAig inthcpwstan'is. S’Ocfliore wt:^loye«i 
pAixc^rntg in CFPB's oort-Tiite 5 betj^t pwgtams, CPI^ direcAy oontiacta wiAi vwidnvs to pciwrtb iliottsi 
jwictM. The BnoMti w g o gnl a e? Aw etnpkayw^ owilTjlN«ti<r«i<i ft>r tiiese tseiMifits a* Am ^wsnpEil* ni«' oanwxi 
A13 of Aww costs ate «^(Wted « exposes >t> CFPCPs Bonneiat statonxaits. 

O. PeositMtCosns iind father Retirewcni Bcoc.fiw 


Emphjas Srtm^mi pm ibt Pt^td &ssmr, OCC, 0rS, PDSC. and HUD 

TbeDodd-Ftafdt Act^fj=3fedais^yee}.53ms6eftedfK3i)i0CC,01'SsFDiC, wid Hl/15. tiiKfet temis of 
the Ac^*acon6eBje paais^jtla^ttj AwposionoustireossU plans tn.wlikh ttitiyaecwenoallBArtf theii: 
itansfccfotgi^tKy ot to affemfaiydf 4eci. fisanJanttatySl, a.il2 to J«iiwiy 3p. '3.113, fo join the 5'0(ier(d 
Rctcree Sys««n ReAreroot tod Aw FedeoA R«crvc System "nvas-t PUt. Mam' snmsfeiw es.t^sltiytHas 

38 CFPB Fi^lA^^CiAL P5PORT - FlSCAl. WAR 201 1 


GAO-12-186 CFPB’s Fiscal Year 2011 Financial Statements 




123 


Financial Sfatem^ts 


from t5ieseaa«»eies tfatfitkmfli tife o?tttan8Rlf^a«s ("RstJecHj f'.n^ovec ivs'inirtiiftit Svsmn 

fFERS^Ov^ Semes Rrt;RmmtS>'sS«mi:CSRS),<«CSRS «!=«■; (r-,»Uixt> li 
as aswav TitfeS pJa«i1.e» Defined Pfai). THUirtesces itewn ll>o i V'tfcMl Re^-t-r.'e.iEe flSi-'W. ! 

to franain m the Rescree System r^ijwnraitprej^^oor msififHtaiivcJv efcei ii>u> >5;s-a[ipt<.i;''i'(at,e 

Titte S HSSfotletrt psai dtiai^ rtiat same Stmeffartie. For thstsc empSoews eiertiiw eriosSt tfi aiiHiKTiiativc- 
Rtimiicnt i^an, file eftroUmen! sail bec«iic effective in JanuaiyiOiiV 

CFPBdoes not n^rr on it* fmancNi ^eetnatfs iflfotnsiaoo the aticmwiii ptei^ eownipjts 

wojdowj. feporfiogaraiurus sudias pbn^Kts.aWJtiRiifed plan Ixmctif's. and relutii vMihmumJ 

ifaiy.is fitere^ionsibffityof Ae Fedeflfi Reserve %sieiii,v.XX, orC.)PM as the adnumsfiaicti oi' 
fiwit ccipwstt'eplan*. Intf ceses.CFEB pa^tB^oi^oyet oaiHobtiOons rw^uKed bv thepitins- K»?J« 1« fi«: 
chaet bsiaa,- for infnwiwtiofi on vrbkfa t^sow atatwtutiwv «u4i fii<r plans for C.FPtl ecin'ilcjyec#. 

OCX. OTS,attd roiCifiwoffeteElofiter^wKy-orfiy ssvit^t jArni trsenijibwee. .i\>svtr3snfcr«*.'s wKo 
p«oinpii{«! in ttjchpSinsareifilowKitocsjtifirajethekpaiticipstiwi askxijjras tfKcjTKiifcrifKWjIiediti ii)t« 
curjentictitwiieat jfians, fa sisA cases, CFPB p^'$ any enipioyw codinbutKJns. teipliivees w!«.> efect. to 
eiwi:^ ill the Pederi Re-swve teaiefnefU wSl oof be alkwed to sxwiiuiiie f hvar pirliapaSiOH iti etfiiei: fiis; 

Titift S Thrift Ssvk^ Pbn oi OCC. OT& assd FDfC agency saviny^ pUns. 

CFPB may ahn reqiAmse the togofe t w g ^^lodw for aAiiinitfrafire costs pnnuanl to metnotttrtctaof 
itt»detstari<6i^wiih five ttafirfetrifig^axses. These «at? aw wflecied aa «tp<s\sw i«i C.PPSJ's fimruritil 
statfmiolf. 

En^jyee* hhed with prior Tliie 5 Fedemi Rctnernttit: Systetw wyveragp t\4io *t« not unfc the 

Dtidd Prank A*t awiNMoliedfa rtieipjKOpriaiefetjfcrnefMiprognMns ankninwteiriwJ by C5PM - CiSRS, CSRS 
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Piii^s/Ri&fa?aiPhitt^CPPB Ei^hfeti 



AdmuHstertnat A^eaev 

I'tdvtal Rest'cvc Svstem Reticenient Han 

Peiiwa} Reserve fostciii 

hVilttal K«o.v<- Si-sKtn Thnfi Wan 

Federal Retetve Sv»tctri 

JViisk<n Eiduaemiieiit Plan for Officers oi the Board 

ot Goremors of die F«feial ftoecre SwIeoF 

Fedewt Ktterve Sysivni 

Krtrrrocnt Wan for En^ofces of ibe Fnicai 

Re<et»e Swtein Benefts Eouafaanon Ptei' 

Federal Resen.' « S^-srero 

RrtFti-meitt Ptan for Eh^^»s of the Pedew! 

Reseeve Sysfttn Benefits Eqe^dsatioo Wan for 

Sechoii 4!S Es^s Benefits' 

FeA-iSl iU-seiV4- SysltW 

Ttnil’i Plan iot Employees of foe Fedecd Reserve 
Sv-tieiii Benefits Ecpj^izatcon WitrP 

Fmferal RetmeSysiMo 

Ovil Sernoe RetiiwkKnt Swtem ?CSRS' 

OPM 


tiPM 


t:)PM 

Thnft Savwso Wan 

Frtderal ReliiWKtit'ninftlnvetlnwitBoaid 

FDIC Savinet PU» 



occ 


(xx: 

CTTS Oe('e«nj Cocraiematioo Plan 

exx' 

PnitoBra IVfmeil Bowfit W«i :OTS': 

eXX' .'admimtii'alityi rs tlunniih IVrites’.ia'i 


• lllif >rtir<MWiiTpreg(amtbe»uo»}jiTCanTCPl’B|witi<ap»nf» forffocsf year 3311, 


The BiirefMi Ak* noi hr«se * s«^«^c p«Msoo ot tctiftTuent jrfiisj <fo{»nev f««>m !f>o piaii# descrihw? fttewe, 
CFPB t«p«i.ew ifc cv«ttS>uiions to JhsfctitcsneirtptaH of<a^ce*«{ etiijdoyiNn as ihe expmses 
f-FPB »ftn»otCTi (unfuRded) cost* with laspeei w jpfi(i«!n>eiiSpl»>s lOPM Mid CXX- mlniit'iisiewl), 

healtii bateriTs arxi hi‘c mstnaneo siiturHsteicid^ purstiont bi ^<£atiei: r«e<»ved tV.im O.PM imci 
nicse twl* »«s paid byOPM »id.OCC and rt«t by CI’I’B, tXsdosure is imiwndwl W pj:<ivir3e ri-sfoiTimtion 
fe>j5ittding the M eo»tofCPPB'» pBsgiiim in conf<wmity witli: gjsnc«aHy' aw^'Wid IsniKdlrfos. 

The Bmeau ceo>gnizes i)w wtifSwyetVeftnnibiiticifM fot ttw aitinanenf f^»s aAjiusistem! hy the FKietal 
Rescivft The Bute*** hewewe U cet^jomiNn for Ua«$fo«in^ iJw <ffr^jtnyRt'» atui wiujjIisjimi^ <xii»i;ribiniaj» to 
tl»e Fwfcial Rwewft Tlic FKBNY swicwds. tlie ceiln and liuWhty aiwJ pays foi: tii« iwticmimt plaiM tin 

beiiiiH'of die Federal RwerwSystvmatKlCFPB. 

F. tloaunicmciua and (fonlinuencict 


A coi.turatnwiWM * pidiiwiiia:? »Sfon.?i«t wB ullinately cetvd.t in m obiigMiwj to the U.S. gownwnent d' 
eonted duent^ svi^ es|Nteha^re(pHsitio(n otutti-^ad conti'sets. 



tUtekisc^ or fTHf not b« tepotted a sSi, d^waAost on die arctiinttjKioK. f^mni'ijs.'rioiet Khoufici W twiwjytiswril 
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« rt «hai a past Winsactt«J cw event has oeeueed a future outflow or other sacufiee of resources is 

ptobaWe, «*1 the tdaJed tiHute outflow or sacrifice of resources is niessurnble. A coiuingent liability fhoiiid 
be ifdoserl if any flie conditions for liabiKty tccu^ilion are not itirt aitd there ii a reasanabW posstbilily 

that alc^ CM SI addtioittmoss nti^' have been incurred. Disdc>sure should include the nature oftiK- 
cuntin^ney and an esbmaleof dteposnUeliid)2ity. an cstimaCeoftlicran).'c of die possible liabiJily; or a 
statement drat such an estiinate camot be made. 

NO I K 2. FUND BALANCE WITH TREASURY 

Fttnd Balance widt Tteasutyaeaxmt Stances asof SeptHttber ."W, 3111. were as fdirws: 



■ 


Fond Balance: 

Speetd Ihvtd 

i 

t8^7.ti.VJ8 

Tatrf 



Status of Fund Balance -witfi Tnsisuiy; 
binuMigated Balance 

Availidile 

$ 

-t7,71ftWt2 

Unavailable 

0)>l^ted Baliaice NotYVt DisfHirsed 

Investments !al Cost) (See Note 3) 

<^sh Hdd in tlK‘ Bureau Fund at the Fedeeid Reserve 

iSec Noie-l' 


(80,297,611) 

(.V52,021) 


■ 



Unobii^tnl Balance Available represents the amoinit of budget authority that: nut be used to oitei inlo new 
oWigationi. This aiixuini, or « [Xitiioii tliereof, may be itdniriiistmtively dedicated for specific |.Hitposes that 
have not yet been obligated. The Oliligited Balance Not Yet Disbursed represenK amounts destjjnated for 
payment of goods and <«viaK ordered Ihu i)<}I icocived or goods astd seiviccs received Itut fotwliiclt 
payment Ims not )’et been made. 
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NOTE 3. INVESTMENTS 

As disaissed fiiithet in Note 4, the Boaid of Gcnremois at the disct^ion of the CFPB can invest the portion 
of tte Bureau Fmd shat is no^ in the judgpient of the Bureau, requited to meet the curieiit needs of tiie 
Bureau. When directed by CFPB, the FRBNY willutiKse dte funds available to purchase investments on the 
openmadset CFPB csily invests in Siree month U.5. Tieasuiy UUs. The market value is detennmod by the 
seccjtdary U.S. Treasury maiket and r^aresenSs die value an individual investor is willing to pay for these 
sscuaijes,as of September 30, 2011. 



Secuntics: 

Marketable $80, .. t t " 

Tatal?;;... ~ i I' ~ 


NOTE 4. CASH AND OTHER MONETARY ASSETS 


CFPB has both gash and mvestmcits held outade of Treasury. When transfers are mads from the Board of 
Governors to CFPB, the funds are dspositsdintoan ageouat held within the FRBNY referred to as ihe 
Bureau Fund. The account has a required msutuum balance of f2.SO,000 and any funds in excess of this 
miiBrnum are invested itlTrsasuty securities in inccements ofJiOO.ODO by the F^NY utilizir^ an automatic 
investment process. CFPB lequesS cash disbursement from the Bureau Fund to tiie CFPB’s Fund Balance 
ivitli T reasuiy based on pioiectioRS of future ei^wnclitutes. 

Fuiirb obtained by, tisnsTeiiedtc^ or credited to die Bureau Fund ate immediaudy available to CFPB and 
under the cteitrol of the Disectoi, and shall remain available until expended, to pay for the expenses of tiie 
Bureau in cariyingotitiGi duties and responsibilities. Funds obtained by oc transferred to tlie Bureau Fund 
shall not be construed to be Govemment funds or appropriated monies. These funds are not subject to 
apportionment for purposes of chapter ISTitle 31, Uni»d States Code, or under any other authority. 

Account balance as of September 30, 2011; 



332,021 
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NOTE 5. PROPERTY, EQUIPMENT and SOFTWARE, NET 


Schedule of PiopetSy, Efraipnienli and Software as ofSeptonbet 30, 2011; 


1 



iMiniUifd 

1 



4 , 1.M.. .« V 

. »Ci 

jiwitiirion 

\alut 1 

Et^uipment 


$ 997,719 i 

108,490 

$ 889,229 

Intcmai Use 

Softirare 

978,872 

97,887 

880,985 



r '1.976.591 i 

msttt 

J 24 


NOTE 6. ADVANCES AND PREPAYMENTS 

Advances and Piepjymsnt balance as of Septembei 30, 231 1 weie as follows; 



TOth the Public 


The prcpa^incni primarily represents a payment of S14.4 million to the Federal Reaerx’e System for the 
Federal Reserve System retirement plans to cover the time in service for employees transfeiied to CFPR 
under Section 1064 ofihe Dodd-Frank Act who were prewoisly covered by an C3PM orOTS retirement 
plan. Piirsnart lo Section 1064 oftheDodd^^rank Act. employees transferred to CFPB nay enroll in the 
Federal Reserve System Retirement Plan and Federal Reserve System Thrift Plan. IftJie transftrred 
en^oyee chooses to enroll in these plans. CFPB has to translbrto the Federal Reserve System 
Retirement Plan an amount determined by the Board of Govitmors in consultation with CFPB to 
reimburse the Federal Resen'c System Retirement Plan for the co^ of providing the transferred 
enqiloyees' benefiu under this plan. The S 14.4 mdlion payment was baaed on a projection of CFPB 
employees likely to enroll in the Federal Reserve System Retirement Plan. A memorandum of 
understanding between the Board ofOovemorsandthe Bureau established that the Board of Oovemore 
would provide the Bureau a final cost estimate for this paymeitt by September 30, 2014. This prepayment 
represents the amount agreed to by the Board ofGovanors and Bureau to fund the Federal Reserve Plan 
Trust until the final cost estimate is c<^piete. The amount ia calculated using actuarial 
a.ssninp(ioiis. C4her prepayments include aiftiscriptiona andotlier miscehaneoua items. 
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NOTE?. OTHER UABIUl'IES 

Othn hflUIities at of Scpterfd>« 3(1 2011 con^t of (he fottowing; 



inCngpTecnmeiital Lud^ties 


PayioH Taxes PayaMe 

Bc3ie£ts Payable 

$ 

257A36 

8(>4,041 

Tolai IntagwiamePtai Lidbdhies 

' y t 

'■■LISUT?''' 

'Xlth the Pcfclic 

En^oyce ^^dihrddn^ 

En^rfoycr Benefits Contobiaions 
.Accrued Pwided Psntc^ 

Uiiftinded Leave 

$ 

14,336 

817,293 

4,315b74 

.\982.3S.A 

Miarmimmm-.Mmti'stmmv. 

1 



.All other labilities me cenukiered aimnt babiliticr. 

NOTE 8. UABIUTIES NOT COVERED BY BUDGETARY RESOURCES 

GiiblUties not cowed b>' bndgeiarvresouiec* ss of ScjHcn'iiet 30, 3011 consists of (in6j[ided tcawof 

NOTH 9. COMMITMENTS AND CONTINGENCIES 

As described in Note <5. CTPB is tesj>onsible for terinbursing the I’edcnl Reserve Reticenttiit Pliut for ccrtiiii'i 
costs rdatod lo en^oyecs, tranifctml to iiiidet Section 1064 of (tie Dodd Fritrik Act, ilut encoll in ilic 
Man. As described in note I jO. employees will Isej^iveii die c^ipoiiuniiy to elect lotsitol! into tiie I’iaii I'tom 
Jnminry .li, 2012 to IwnutylC^ 2(113. disrcfote rltcttianbci of employees that will elect to eiitcdl in llic Plan is 
not known as ofSejsteinlserJO, Wil.Conse^uenriy, a.coiitinj^l:tiiil)ihty mid rcUttd ex]>t!iise iice.not 
rcco^ixrd at of Sepieinbef 30, 201 1, because die aniouitt to be leimbutVed is iisst nieflsvirabkr. 
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NOTE 10. INTRAGOVERNMENT AECflSTS AND EXCHANGE REVENUE 


IiiiRi^vcniRKnbd costs and into^YeuBnesittl escJm^ ceveniic rcprcttnt ^ods 
benveen two teporui^ entities within the Fedetal government, and ate in contiast 
ciititics (the ptA^). Such costs and revenue are sunnianTcd as railows: 

Bl- P.n;T«;i 

aiKl services provided 
to those with iion-t'ederal 


aeiE 

(^istimcr Educ^km and En^^ement (including Evetpotise Ceniciy 
Intr^ovetnmentai Cotts 

Ptkilic Costs 

$ 9.9-lT,744 

lZ88A.SO.i 

Total Piowjni Costs 

22.831.638 

;k< Comnn 

SitiMiiidS? 

Rpsoirsh. Markets, and Reg^tksns 
!nir»gi>v«t)«JKsilal Ct>sfs 

PuHic Costs 

$ 6,747,22.3 

ft73ft71.S 




StipCTvision, Enfonsenwtt, P«t Lending artd Equal Opportunity 
Intts^vwnment.iJ Costs 

PulAc Costs 

$ 2i:>.482,699 
26.S:a3E> 

Toliti ProTOnn Costs 



Total Tntrs^venimenwl Costs 
local I’liMio Costs 

$ 37,177,666 
lAisaiias 

TomJ Ptt^H Costs 
lasss: Total PiiNie Earned Revenue 

.85,328,594 
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NOTE 11. BEGINNING BAIANCES 

CTPB u-as established on ftJy 21, ^10 and had minimid acliaity in fiscal year MlO.u-hich relilecl pcimariiy to 
lei initiai hold transfec ceceiTed liofn dte F«leid Reserve Bank. 

All amounts att for die penod ended Sc^ia^ser 30. 3010; 


1;;^/',./^-; ' am ■■ , 1 

Furtds Received from Pedetd Reserve 
Operaw^Cosb 

$ 

tS/IOO.t»'i 





I'uiidf .^.vatlabie focC^tbgatuMi 

$ 

tR.<K»0.000 

OUiyatwju; Incurred 


(5>.20t>.000) 

.UnoUjUted Bda»« 


. ■9,200.{W& ■ 


NOTE 12, APPORTIONMENT CATEGORIES OF OBLIGATIONS INCURRED 

All «*ligations incimu] arc characicrized as CaiegoT)' C lixeitipt from .'Vpportionment (i.c. nol 
at^joitioncd), on ihe Slalumcnl of Budgdar) Resources. Obligations incurred awl reported in the 
StatcRumt ofBtKtgcIsry Rcsourc&s in fucal year 201 i consisted of the following: 

Direct C^bli.iranisns, tlatepsiy C $ i:3'3^.7<!i<) 


NOTE 13. UNDEU VERED ORDERS AT THE END OF THE PERIOD 

Slatcniciii s>f PfdiTal FitiainS*) Acfoiiniiit}! Standards No.. 7. /4fr«w/ti5{j5r Rnvww fad Oitin-Flwttwig i'aurt/s 
md Caimfi/s^ Rn»pa/ii^ Bmigti/in‘>idPriuimKi/yiiimmtii^ states that die aincnuil: of budgetary resources 
oWt^teri for imdelivca-d ofdcfs at die end of the period xhtnild be disclcwnl. t'.FPB’s IhiddivKKtt Orders 
represent obligated amounts desipiaiext foi {>a5!mRntofgi.icid.s and setwees ordered but not received. 

UndeljvCTed Orders as of September .30, 3011 were $36,26”.-Ki9. 
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NOTE 14. RECX)NClLIATION OE NET COST TO BliDCKT 

CPPB has recondJerf iu bu^etac? and non-fnid^tary resoufoe! available lo ifs net cost of 

operabna; for the axled Septcrr^er 30. ^ti. 

Resources l>scd to Fmano: Activities 
ReioiBt*® C^^ated 
CilW^atiom tnatned 


IxTStt SpcnAng .^udwrity Ftan C^scttitig C<^l«:(ioiis and Recoveties 
Lcs?: OOscttine Rectapts 


Net Obligations 

Other Resotirecs 

Inxnited Rnaneuw Ptran Costs .^bK>fhed tlvOdicrs 

U)A29.760 

1.693.752 

T»td Rcsntarxs Used to Finance Actidties 

125.(123.512 

Resources Used to Finance hems Not Pan of the Net Coat of Operations: 
Qjange In Budgeury Resources Obligated For Goods. 

Senriees and Bwicfits Ordered But Not Vet Provided 

(41.SM.921) 

Resources That Fiitance the Actluisitionrrf Assets 

fl.976,S9!l 

Total Resources Used It) Fitaex'c Ilmts Not Panof Net (ilosr ofOoetatKats 

(4\876.512> 

Totd Resources Used to Finance the Net Cost of Operations 

81.147.00» 

CumponenM of the Net Owl of Operations That VCill Not Require <)t 

Generate Resources in the Cunent Period; 

Conipraicnls Rcqtatiiip.or Gnicntiing Resources in Future Periods 

Increase Its AfiniaJ l-cavel.i^ilirj- 

3,982,28!? 

Components Not Rcquiiing or Generating Resmuvrs 
l>(Hedati(nt aixl Anasttitatii-ui 

206,3-7 

Oilier 

(7.0683 

Total Coinpotiejiis of Net Cost of Operations Tliat VVM Not Requin’ or 

Generate Resources In The Oirrmi Period 

'1181.594 


Generate Resources In The Oirrmi t’eriod '1.J81.S9<1 



NOTE 15. PRESIDENT’S BUDGET 



Bix^wi of ilie Uroted States Govemimaii {Rceskfetit’s Bialpc-t;. Hovi 
indudr fisc:d vear 2D1 1 actuii ctteaition LnfomiaiK>n lias 

reconeiliaijon of Sserf year 2)11 Mances wH be rcporictl next war 



not v'd Ix-s'ti jn.iblislH'd. ’nieicibrp the 
r smcc GFPB is a first- war tmtity. 
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Appendix I: Management’s Report on Internal 
Control over Financial Reporting 



November 9, 20U 


CbmptroDer General the Unittd &ates 
441 G Street, NW 
Washington, DC 20548 

DcarMr. Dodaro, 

As required by § 1017 of the Dodd-Frank Act, 12 US.C § 5497{a)(4)3D), the Consumer Financial 
Protection Bureau (OPB) provides dtis man^menc assenion regarding the effeaiveness of internal 
controls that ap]^ to hnancial reporting by the CFPB using the standards established in section 3512(c) 
of Tnle 31. States Code (commonh' known as the Federal Managers' Financial Integrity Act}- 

The CFPB internal controls over financial rcpoctii^ are processes in^lemented by those charged with 
governance, by management, and by other personnel The objeedves of the internal control are to 
provide reu<»»blc assurance that transactions are 1) ptt^riy rcconded, processed, and summarized to 
permit the preparation of finaiKtai siaicmenis in accc^ancc wth U.S. generaUy accepted accounting 
principles, and assets are safeguarded ^insi loss from unatuhorized acquisirion, use, or disposition and 
2) exeaned in accordance whh bv,s governing the use of budget authorityand other laws that could 
hatre a direa and material effea on the financial statements. 

CFPB management is responsible for esiabEshii^ and maimaming effective internal controls over 
financial repotting. The CFPB conducted its assessment of the effectiveness of these internal controls 
based on die crueria required by the Dodd-Frank Act. Based on this evaluation, the CFPB can provide 
reasonable assurance that its internal controls over financial repotting as of September 30, 201 1 were 
operating effectively and that no materia) weaknesses were found in the design or operation of these 
internal controls. 

Ra)Date 

Special Advisor to the Secretary of the Treasury 
for the Consumer FinarKial Protection Bureau 


Stephen Agosuni 

Chief Financial C^fker 

Consumer Financial Protection Bureau 
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Appendix II: Comments from the Bureau of 
Consumer Financial Protection 



November 9, 201 1 

Mr. Steveij j. Sebji$tkm 

I>ire«or, Finsneial Management and Assurance 
Gwcmmcal Accmnmbilicy Office 
441 G Street. N«' 

Washington, DC 20548 

Dear Mr. Sebastian, 

I af^ireciate the e^jpotcun^ to respomi to the Government Atxountahilir)' Office’s (GAO) ilrafi audit report 
titled, Viaanciai Aii£t barrau^CeksiimerFiiuaaal Pniedinn'i ris'js! Year 2011 VinandiiiSialinic’its (OM-IS-IM), 
and want to thank you and your staff for your dedteateti efforts and for working with us to meet the audit 
rc<)uiremcnts in the short time availaNe 

Wc arc pleased that, in this first full fiscal year. GAO's audiutrs rendered an ''tmqualifiRti” or “deiin” audit 
opinion, which means they (bund that the Cf'TK financial statements arc prcscntctl fititly, m all material 
re.specfs, anil in conformity with U.S- genctaBy accepted aecouniing prinaples: that Cl'PB maintamed. in all 
material respects, effective intetnd control over financial reporting; and that rlierc were no instances of 
rcporiabk noncorapliaince with laws and cegulations tested fsy GAO. 

Ihis first year was challenging for the CFPB. and I am proud ofhowsw have met that: challenge. Out 
primary goal was the esrablishmcni and staisding-i^ of CFTO operations one ytsir after enactment of the 
Dodd-Frank Act. It took consitlrrablc effort to achieve this goal • from developing an otgaiiiaarinn 
structure, to hiring personnel, to csrablishing required support stnictures. Obtaining an unqualified audit 
opinion in CFPB’s first fiiH fiscal year is a tnic tcatament to the efforts of the CFPB management and staff, 

In fiscal year 2012, thcCl-VB will conrinue to work to enhance out internal controls and ensure the reliability 
of CFPB’a financial rrponing. operating performance, anti public confidence in the Burtaiu’s work, llie 
CITO looks forward to working with <iAO in future audits and truly appreciates GAO’s wtxrit oi'er the past 
fiscal year. 

If you have any question.' relaiing to this response, fdcase contact Freddy Velez. .Acting Dejwt.y Chief 
Financial Officer. 



Raj Date 

Si>ccial Advisor to the Secretary of the 'I'reasuiy 
for the Ccuisumer Innancia! Protection Bureau 


(196237) 


Page 51 


GAO-12-186 CFPB's Fiscal Year 2011 Financial Statements 




134 


GAO’s Mission 

■ 

The Government Accountability Office, the audit, evaluation, and 
investigative arm of Congress, exists to support Congress in meeting its 
constitutional responsibilities and to help improve the performance and 
accountability of the federal government for the American people. GAO 
examines the use of public funds; evaluates federal programs and 
policies; and provides analyses, recommendations, and other assistance 
to help Congress make informed oversight, policy, and funding decisions, 
GAO’s commiUn^t to good government is reflected in its core values of 
accountability, integrity, and reliability. 

Obtaining Copies of 
GAO Reports and 
Testimony 

■ 

The fastest and easiest way to obtain copies of GAO documents at no 
cost is through GAO’s website (www.gao.gov). Each weekday afternoon, 
GAO posts on its website newly released reports, testimony, and 
correspondence. To have GAO e-mail you a list of newly posted products, 
go to wvtfw.gao.gov and select “E-mail Updates.” 

Order by Phone 

The price of each GAO publication reflects GAO’s actual cost of 
production and distribution and depends on the number of pages in the 
publication and whether the publication is printed in color or black and 
white. Pricing and ordering information is posted on GAO’s website, 
http://www.gao.gov/ordering.htm. 


Place orders by calling (202) 512-6000, toil free (866) 801-7077, or 

TDD (202) 512-2537. 


Orders may be paid for using American Express, Discover Card, 
MasterCard, Visa, check, or money order. Cal! for additional information. 

Connect with GAO 

IT'" " TTmi . .. ...ii -..ni-TM ni. ,■1,1 n... , -t,' ^ ^ 

Connect with GAO on Facebook, Fllckr, Twitter, and YouTube, 

Subscribe to our RSS Feeds or E-mail Updates. Listen to our Podcasts. 

Visit GAO on the web at www.gao.gov. 

To Report Fraud, 
Waste, and Abuse in 
Federal Programs 

Contact: 

Website: www.gao.gov/fraudnet/fraudnet.htm 

E-mail: fraudnet@gao.gov 

Automated answering system; (800) 424-5454 or (202) 512-7470 

Congressional 

Relations 

■ 

Ralph Dawn, Managing Director, dawnr@gao.gov, (202) 512-4400 

U.S. Government Accountability Office. 441 G Street NW. Room 7125 
Washington. DC 20548 

Public Affairs 

■ ' 

Chuck Young, Managing Director, youngcl@gao.gov, (202) 512-4800 

U.S. Government Accountability Office, 441 G Street NW, Room 7149 
Washington, DC 20548 


O 

Rease Print on Recycled F^per 
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Testimony Before Congress by CFPB Officials 

1 . March 16, 2011: Elizabeth Warren before the House Financial Services 
Subcommittee on Financial Institutions and Consumer Credit 

2 . April 12, 2011: Holly Petraeus before the Senate Homeland Security & 
Governmental Affairs Subcommittee on Oversight of Government 
Management, the Federal Workforce, and the District of Columbia 

3. May 24, 2011: Elizabeth Warren before the House Oversight and 
Government Reform Subcommittee on TARP, Financial Services and 
Bailouts of Public and Private Programs 

4 . July 7, 201 1 : Raj Date before the House Financial Services Subcommittees 
on Financial Institutions and Consumer Credit and Oversight and 
Investigations 

5. July 13, 2011: Kelly Cochran before the House Financial Services 
Subcommittee on Insurance, Housing and Community Opportunity 

6. July 14, 2011: Elizabeth Warren before the House Oversight and 
Government Reform Committee 

7. July 28, 2011: Dan Sokolov before the House Small Business 
Subcommittee on Investigations, Oversight and Regulations 

8. September 6, 2011: Richard Cordray Nomination Hearing before the Senate 
Banking Committee 

9. November 2, 2011: Raj Date before the House Financial Services 
Subcommittee on Financial Institutions and Consumer Credit 

10. November 3, 2011: Hotly Petraeus before the Senate Banking Committee 

11. November 15, 2011: Skip Humphrey before the Senate Banking 
Subcommittee on Financial Institutions and Consumer Protection 

12. January 24, 2012: Richard Cordray before the House Oversight and 
Government Reform Subcommittee on TARP, Financial Services and 
Bailouts of Public and Private Programs 

13 . January 31, 2012: Richard Cordray before the Senate Banking 
Committee 

14 . February 15, 2012: Richard Cordray before the House Financial 
Services Subcommittee on Oversight and Investigations 



136 


February 15, 2012 

House Financial Services Subcommittee on Oversight and Investigations 
Questions for the Record for Director Richard Cordray, Consumer Financial Protection 

Bureau 


The Honorable Michael Grimm 


Q: I would like to know specifically what CFPB is doing, either alone or in partnership 
with the DoEd, to advance its consumer protection function to ensure that families 
financing higher education costs are informed consumers through access to the necessary 
products, information and interactive tools required to make wise college financing 
decisions? 

The Consumer Financial Protection Bureau has launched a series of initiatives to ensure that students and 
families financing higher education costs understand their options, and that private student loan borrowers 
have a place to turn when things don’t go according to plan. 

In partnership with the Department of Education, the CFPB released a draft “Financial Aid Shopping 
Sheet,” which is a prototype of important financial aid information that colleges could provide to students 
and their families, including information about monthly debt payment levels after graduation. Tens of 
thousands of Americans viewed this shopping sheet. We shared feedback with the Department of 
Education to assist with their development of a model financial aid offer form. 

The CFPB also launched a Student Debt Repayment Assistant, an interactive tool which thousands of 
Americans have already used to help navigate their repayment options on both their federal and private 
student loans. 

While borrowers of federal student loans have had a single place to turn with complaints or questions, 
until recently, borrowers of private student loans have not. The Dodd-Frank Wall Street Reform and 
Consumer Protection Act establishes a Private Education Loan Ombudsman within the CFPB to assist 
borrowers with complaints regarding their private education loans. The Secretary of the Treasury 
designated Rohit Chopra to serve in this role. 

The Private Education Loan Ombudsman signed a memorandum of understanding with the Department of 
Education to cooperate on assisting borrowers with student loan complaints. In early March, the CFPB 
began taking complaints from individual private student loan borrowers, including complaints related to 
taking out a private student loan, repaying the loan, or managing a loan that has gone into default and may 
have been referred to a debt collector. 

The CFPB also published a Notice and Request for Information in the Federal Register to ask students, 
lenders, servicers, schools, and other members of the public to share their experiences with the private 
student loan market. The CFPB received thousands of comments from consumers, industry, and the 
higher education community, which will be analyzed as part of a report to Congress on the private student 
loan market, to be released later this summer. The report will include recommendations necessary to 
improve consumer protections for private education loan borrowers and to better enable federal regulators 
and the public to ascertain private educational lender compliance with federal consumer financial 
protection laws. 
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Section 1 - Purpose 

lA — Mission Statement 

To assure the safety and soundness of, and compliance with laws and regulations, fair access to 
financial services, and fair treatment of customers by national banks and federal savings 
associations 


1.1 - Resource Detail Table 

Dollars in Thousands 
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Budgetary Resources: 







Revenue/Offsetting Collections 







Assessments 

$864,524 


$967,400 


$986,748 

2.00% 

Interest 

$21,153 


$16,800 


$17,136 

2,00% 

Other Income 

$9,828 


$22,200 


$22,644 

2.00% 

Total Rtvenuc/Offsetting CoHecOons 



$1,006,460 


$1,026328 

2 Oil''' 

Unobliaated balances. Start of year 

$847,259 


$1,163,000 


$801,000 

(31.13%) 

Unobligated balance transferred 

$245,034 






Total Budgetary Resources Available 

“'IS 


$2, 169,400 


$1,827,528 

(15.76%) 

Expenses/Obligations 

Supervise 

2,740 $707,845 

3,280 

$1,052,200 

3.345 

$942,000 

2.00% (10.47%) 

Regulate 

334 $95,699 

445 

$142,800 

454 

$127,870 

2.00% (10.45%) 

Charter 

76 $21,450 

97 

$31,079 

99 

$27,830 

2.00% (10.45%) 

Total E'xpeni(es/Obl^ations/3 

3,150 $8Z4,9<»4 

3,822 

$1:226,079 

3m 

Sl,09?-7OO 

2,00% (10.47%) 

>ii Ri<>( li« 

SJ, 142,804 


S94JJ21 

v-2*t.s2J, 

(22.63%) 


Effective July 21, 20U, the OCC assumed responsibility' for regulating federal savings associations. 

FY 2012 and FY 2013 estimates include the cost of regulating the national banks and federal savings 
associations. 

F,stimates of total budgetary obligations in FY 20 1 2 do not match those presented in the President's Budget due 
to inclusion of the OTS Public Enterprise Fund, which was included in error. 


IB - Mission Priorities and Context 

The Office of the Comptroller of the Currency (OCC) was created by Congress to charter 
national banks, oversee a nationwide system of banking institutions, and ensure national banks 
are safe and sound, competitive and profitable, and capable of serving in the be.st possible 
manner the banking needs of their customers. Effective on July 2 1 , 20 11 , Title III of the Dodd- 
Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act), transferred to OCC 
responsibility for the supervision of federal savings associations (thrifts) and rulemaking 
authority for all savings associations. 


The OCC supervises 1,400 national bank charters and 48 federal branches of foreign banks in the 
United States with total assets of approximately $8.9 trillion as of September 30, 2011. Effective 
■luly 21, 201 1, with the OCC/Office of Thrift Supervision (OTS) integration , the OCC assumed 
supervisory responsibility of 637 federal savings associations, which include 216 mutuals, witli 
total assets of over $922 billion. The average size and complexity of the institutions in the 
national banking system continue to grow. This, combined with the OCC’s supervision of 
federal savings associations and responsibility for the Home Owners’ Loan Act, creates 
increasing and diverse challenges for the OCC. 
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The OCC has established four strategic goals outlined in its strategic plan that help support a 
strong economy for the American public: 1) A safe and sound system of national banks and 
federal savings associations; 2) Fair access to financial services and fair treatment of national 
bank and federal savings association customers; 3) A flexible legal and regulatory framework 
that enables national banks and federal savings associations to provide a full, competitive array 
of financial services consistent with statutory and prudential safety and soundness constraints; 
and 4) A competent, highly motivated, and diverse workforce that makes effective use of OCC 
resources. The OCC organizes its activities under three programs: 1) Supervise, 2) Regulate, 
and 3) Charter, to achieve its goals and objectives. Effective supervision, supported by a 
comprehensive regulatory framework, are the key tools the OCC uses to ensure that national 
banks and federal savings associations operate in a safe and sound manner and that they provide 
fair access to financial services and fair treatment of their customers. A robust chartering 
program allows new entry into the financial services sector while ensuring that such new entrants 
have the necessary capital, managerial, and risk management processes to conduct activities in a 
safe and sound manner. 

The OCC’s priorities focus on strengthening the resiliency of the institutions subject to its 
jurisdiction through our supervisory and regulatory programs and activities, A stronger and 
more resilient banking system directly supports the Department of the Treasury’s (Treasury) 
strategic goals to: 1) Continue to repair and reform the financial system and support the recovery 
of the housing market; 2) Enhance U.S. competitiveness and promote international financial 
stability and balanced global growth; 3) Protect our national security through targeted financial 
actions; 4) Pursue comprehensive tax and fiscal reform; and 5) Manage the government’s 
finances in a fiscally responsible manner. 

Through on-site examinations, the OCC works to ensure that national banks and federal savings 
associations appropriately identify, account for, and follow prudent strategies for problem assets; 
and instill a strong corporate governance culture that fosters sound loan underwriting standards, 
properly aligned incentive compensation structures, and strong internal controls, risk 
management, and compliance functions. Other supervisory priorities will be identifying and 
resolving potential problem banks at the earliest possible stage; encouraging national banks and 
federal savings associations to meet the needs of creditworthy borrowers, including appropriate 
and effective residential mortgage modification programs; en.suring that institutions comply with 
the Community Reinvestment Act (CRA), the Bank Secrecy Act/Anti -Money Laundering 
(BSA/AML), and the Uniting and Strengthening America by Providing Appropriate Tools 
Required to Intercept and Obstruct Terrorism (USA PATRIOT) Act requirements and that they 
maintain strong controls and risk management processes for information security; and further 
enhancing the OCC’s supervisory analytical tools. 

Operations are funded primarily (approximately 97 percent) from semiannual assessments levied 
on national banks, and federal savings associations. Revenue from investments in Treasury 
securities and other income comprise the remaining three percent of the OCC’s funding. The 
OCC does not receive congressional appropriations to fund any portion of its operations. 
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Supervisory Activities 

The OCC has various ways to influence the banking system: 1) Policy guidance and regulations 
that set forth standards for sound banking practices; 2) On-site examinations and ongoing off-site 
monitoring that enable the OCC to assess compliance with those standards and to identify 
emerging risks or trends; and 3) A variety of supervisory and enforcement tools - ranging from 
matters requiring board’s and management’s attention to informal and formal enforcement 
actions - that are used to obtain corrective action to remedy weaknesses, deficiencies, or 
violations. 

The OCC supervisory activities in FY 201 1 centered on evaluating and strengthening the quality 
of banks’ risk management to identify, measure, monitor, and control the build-up of risk, both 
on and off-balance sheet. A primary focus of on-site supervisory activities was the quality of 
banks’ credit risk management practices, as evidenced by effective credit risk rating systems and 
problem loan identification, adequate loan loss reserves in light of deteroriating credit quality, 
and effective loan work-out strategies. The OCC continues to encourage lenders to work with 
creditworthy borrowers who may be facing financial difficulties. Other areas of emphasis were 
sound interest rate risk and liquidity risk management, with diversified funding sources and 
realistic contingency funding plans, and strengthening capital buffers to address further earnings 
pressures and asset quality deterioration. While assessing credit quality, adequacy of loan loss 
reserves, liquidity, capital, and risk management practices have been and continue to be the 
OCC’s primary focus, the OCC is cognizant of the continuing need to address supervisory issues 
in the areas of fair lending, consumer protection, BSA/AML, and information security. 

In addition to its ongoing supervisory activities, the OCC undertook the following initiatives in 
FY 2011; 

• Integration of OTS Supervisory Responsibilities: Much of the OCC’s activities during 
FY 201 1 focused on ensuring a smooth transition. During fourth quarter of FY 201 1, the 
integration of OTS staff was successfully completed and the supervision of federal savings 
associations was integrated into the OCC’s bank supervision operations. The integration 
efforts are now focused on coordinating and consolidating the various rules and policies that 
apply to national banks and federal savings associations. As part of this effort, the OCC is 
undertaking a comprehensive, multi-phascd review of the OCC and OTS regulations to 
eliminate duplication and reduce unnecessary regulatory burden. 

• Transfer of Functions to the Consumer Financial Protection Bureau (CFPB): Pursuant to 
Section 1061 of the Dodd-Frank Act, effective July 21, 201 1 , the responsibility for certain 
consumer protection examination functions for institutions over $10 billion in assets was 
tranferred to the CFPB. The OCC worked closely with Treasury and CFPB staff to facilitate 
this transition of responsibilities and to support the creation of the CFPB. 

• Establishment of the Office of Minority and Women Inclusion (OMWI): Pursuant to Section 
342 of the Dodd-Frank Act, effective January 21, 201 1, the OCC established the Office of 
Minority and Women Inclusion and appointed an executive director. 
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• Supervisory and Enforcement Actions for Mortgage Foreclosure and Servicing Activities: In 
the wake of the reported improprieties in the foreclosure processes used by several large 
mortgage servicers, in the Fall of 2010, the OCC initiated a horizontal, on-site review at the 
eight largest national bank mortgage servicers. On April 13, 201 1, the OCC announced 
formal enforcement actions against these servicers and two third-party servicers for unsafe 
and unsound practices related to residential mortgage loan servicing and foreclosure 
processing. The enforcement actions, among other things, require the servicers to make 
significant improvements in practices for residential mortgage loan servicing and foreclosure 
processing. This process has two components — a coordinated claims process that will 
review cases based on borrowers’ requests and a “look -back” review that will examine cases 
sampled by the independent consultants. For any financial injury that the reviews identify, 
the consent orders require financial remediation. 

In addition to these actions against specific mortgage servicers, the OCC is working with 
other federal regulators to develop a set of comprehensive and robust, nationally applicable 
mortgage servicing standards that would apply to all servicers. Work on this project will 
continue in FY 2012. 

• Implementation of the Secure and Fair Enforcement for Mortgage Licensing Act of 2008 
(S.A.F.E. Act) Registration Requirements: The OCC led the interagency effort to implement 
the registration requirements of the S.A.F.E. Act. The Registry became operational for 
federal registrations in January 2011. The OCC worked with the CFPB to ensure a smooth 
transition of responsibility for the software development contract effective with the CFPB 
transition date. 

• Quarterly Mortgage Metrics Reporting: The OCC’s quarterly report covers approximately 
63 percent of all first-lien mortgages in the United States, representing $5.7 trillion in 
outstanding balances. The Dodd-Frank Act amended Section 104 of the Helping Families 
Save Their Homes Act of 2009, which requires the OCC to provide Mortgage Metrics data to 
Congress separately for each state. The OCC began providing this required state-by-state 
information with the fourth quarter 2010 report, issued in March 2011. 

• Enhanced Real Estate Appraisals and Evaluations: In December 2010, the OCC and other 
federal financial regulators issued final supervisory guidance on sound practices by financial 
institutions for real estate appraisals and evaluations. The agencies’ guidelines emphasize 
the importance of institutions maintaining strong internal controls to ensure reliable 
appraisals and evaluations. The guidelines also remind institutions of the need to monitor 
and periodically update valuations of collateral for existing real estate loans and for 
transactions, such as modifications and workouts, according to the guidelines. 

• Enhanced Practices for Sound Risk Model Management: Banks routinely use models for a 
broad range of activities, including underwriting credit; valuing exposures, instruments, and 
positions; measuring risk; managing and safeguarding client assets; and determining capital 
and reserve adequacy. To address observed weaknesses and strengthen practices, in April 
2011, the OCC and Federal Reserve Board (FRB) of Governors issued Supervisory Guidance 
on Model Risk Management. This guidance articulates the elements of a sound program for 
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effective management of risks that arise when using quantitative models in bank decision 
making. It also provides guidance to OCC examining personnel and financial institutions on 
prudent model risk management policies, procedures, practices, and standards, 

• Enhanced Practices for Customer Authentication in Internet Banking Environment: 

Financial institutions and their customers are subject to increasingly sophisticated attacks on 
the security of their financial data and transactions. In June 2011, the OCC and other federal 
financial regulators issued supplemental guidance to the industry on authentication practices 
for Internet banking transactions. The guidance updates the agencies’ expectations regarding 
customer authentication, layered security, or other controls in the increasingly hostile online 
environment, 

• Effective Counterparty Risk Management: Counterparty Credit Risk (CCR) arises in 
derivative transactions and is the risk that the counterparty to a transaction could default or 
deteriorate in creditworthiness before the final settlement of a transaction’s cash flows. The 
financial crisis revealed weaknesses in CCR management at many banks. In response to 
these weaknesses, the OCC and other federal banking agencies issued guidance in July 2011 
to set forth expectations for effective CCR management. The guidance stresses the 
importance of sound corporate governance and also covers risk management and 
measurement issues to effectively identify and control these risk exposures. 

Enforcement Activities 

As needed, the OCC uses its enforcement authority to address safety and soundness violations 
and noncompliance with laws and regulations. In addition to the enforcement actions for 
mortgage foreclosure and servicing activities described previously, the OCC and OTS issued 
1 84 enforcement actions against financial institutions and 240 enforcement actions against 
individuals in FY 201 1 . Significant actions included; 

• A settlement with Woodforest National Bank, The Woodlands, Texas, that required the bank 
to pay approximately $32 million in reimbursement to consumers who were harmed by the 
bank's overdraft program, plus a Civil Money Penalty (CMP) of $1 million. The bank agreed 
to change its overdraft program in order to correct any violations of law. The OCC 
concluded that the bank engaged in unfair or deceptive practices that violated the Federal 
Trade Commission (FTC) Act. Specifically, the bank assessed excessive amounts of 
overdraft fees and improperly assessed recurring fees, or "continuous overdraft fees" against 
certain consumers. 

• A Formal Agreement against Bank of America, N.A., Charlotte, North Carolina, requiring 
payment of restitution plus prejudgment interest ($9.2 million to 38 municipalities and non- 
profit organizations) and Formal Agreement against JPMorgan Chase requiring payment of 
restitution plus prejudgment interest ($13 million to 48 such counterparties) and CMP of 
$22 million in connection with a scheme to rig bids and fix prices in the sale of derivative 
products to municipalities. Settlement also resulted in multi-million dollar global settlements 
with the Department of Justice, Internal Revenue Service, Securities and Exchange 
Commission, FRB and 25 State Attorneys General. 
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• A Cease and Desist Order against HSBC Bank USA, N.A., McLean, Virginia, for violating 
the Bank Secrecy Act, concurrent with a Board of Governors of the Federal Reserve System 
Cease and Desist Order upon Consent with the bank's parent company, HSBC North 
America Holdings, Inc, 

• Assessment of CMPs against Zions First National Bank, Salt Lake City, Utali and Pacific 
National Bank, Miami, Florida for unrelated violations of the Bank Secrecy Act and USA 
PATRIOT Act. 

• Assessment of a CMP against JPMorgan Chase Bank, N.A., related to the marketing and sale 
of a credit protection product by Chase Auto Finance, a division of the Bank. The OCC 
found that Chase Auto used written scripts together with oral high-pressure sales tactics that 
included statements which were materially false, deceptive or otherwise misleading in 
violation of the FTC Act. The bank took remedial actions to correct violations of law and/or 
other deficient practices, including distributing nearly $25 million to affected customers. 

Regulatory Activities 

The OCC devoted a significant amount of resources in FY 201 1 to regulatory activities relating 
to implementation of the Dodd-Frank Act, including preparation of studies, interagency 
consultation, issuance of rulemaking proposals, and support of the Acting Comptroller’s 
participation on the Financial Stability Oversight Council. 

The OCC’s strategic objectives emphasize regulatory oversight practices that support national 
banks’ and federal savings association’s ability to compete while maintaining safety and 
soundness. During FY 201 1, the OCC issued legal interpretations allowing its regulated 
institutions to support the value of foreclosed properties and contribute to community economic 
stability. The OCC will continue its legal work of analysis and interpretation of national bank 
powers and authorities during FY 2012, This work is being carried forward to include the 
federal savings association industry. 

Charter Activities 

In FY 2011, the OCC issued 1,382 corporate licensing decisions, with a 97 percent on time rate. 
In order to address potential safety and soundness problems before they arise, the OCC may 
impose conditions upon bank transaction approvals covering, for example, capital and liquidity 
arrangements and deviations from business plans. In FY 201 1, the OCC continued to experience 
a significant share of applications involving resolution of problem financial institutions. 

FY 2012 and 2013 Priorities 

A major focus of the OCC’s supervisory, regulatory, and administrative programs in FY 2012 
and 2013 will be implementing applicable provisions of the Dodd-Frank Act and the enhanced 
capital framework under Basel 111. Work will also continue to fully integrate the applicable 
regulatory, supervisory policy and examination platforms for national banks and federal savings 
associations and to ensure that these institutions comply with applicable new statutory and 
regulatory requirements. Priorities and activities include the following: 
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• Conduct examinations based on the risk profile of individual national banks and federal 
savings associations to ensure they are safe and sound, sufficiently capitalized, and comply 
with consumer protection laws and regulations' ; 

• Assess the adequacy of national banks and federal savings associations credit, liquidity, 
internal controls, compliance, and corporate governance processes and require corrective 
action when deficiencies or undue risk concentrations are found; 

• Continue to monitor and assess the effectiveness of national bank and federal savings 
association mortgage servicers’ loan modification and foreclosure actions, including needed 
actions to improve the corporate governance of their processes; 

• Resolve problem national banks and federal savings associations situations effectively by 
identifying problems at the earliest possible stage, clearly communicating concerns and 
expectations to bank management through appropriate enforcement actions, and ensuring 
timely follow-up on needed corrective actions; 

• Strengthen the credit culture across the national banking system and federal savings 
associations to ensure prudent underwriting standards are maintained; 

• Develop and implement policies to ensure that national banks and federal savings 
associations establish and maintain incentive compensation policies that are consistent with 
principles of safety and soundness and do not encourage imprudent risk-taking; 

• Work with other domestic and international supervisors to implement stronger capital and 
liquidity requirements and more robust risk management standards for large financial 
institutions; 

• Enhance the OCC’s ability to anticipate, identify, and respond to build-ups in risk and 
emerging issues through improved supervisory analytical tools, stress testing, and market 
intelligence capabilities; 

• Combat fraud and money laundering, and protect the integrity of the financial system through 
national banks’ and federal savings associations’ compliance with the BSA/AML, USA 
PATRIOT Act laws and regulations; 

• Work with Treasury and other federal financial regulators to implement the Dodd-Frank Act; 

• Continue to support a competitive national banking and federal savings association system 
through entry of new charters, other bank and federal savings association structure 


' Under the Dodd-Frank Wall Street Reform and Consumer Protection Act, the Consumer Financial Protection 
Bureau was given the authority to supervise and examine insured depository institutions with total assets over $10 
billion for compliance with federal consumer financial laws. The OCC will continue to conduct examinations to 
assess compliance with consumer protection issues for national banks and federal savings associations with $10 
billion or less in total assets, and to examine ali national banks and federal savings associations for compliance with 
the Bank Secrecy Act, flood insurance regulations, and the Community Reinvestment Act. 
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transactions, and expansion of national bank and federal savings association services and 
products in a safe and sound manner; and 

• Maintain a highly skilled and experienced workforce by continuing efforts to identify and 
develop the next generation of bank supervision leadership, strengthen the breadth and depth 
of examiner specialty skills, and recruit and retain entrj'-levei examiners. 

Industry Outlook 

The OCC and the national banking and federal savings association industry continue to operate 
in a highly challenging environment. While economic conditions are expected to improve in 
FY 2012, many institutions will continue to have significant volumes of troubled loans and 
borrowers that will consume resources and, for some, strain earnings and capital. In addition, the 
shadow inventory of distressed residential properties will continue to strain the housing market 
recovery. Geopolitical uncertainties and volatility in commodity prices may elevate and amplify 
risk exposures in the system. 

National banks and federal savings associations will face heightened compliance, reputation, and 
strategic risks as a result of significant changes in the statutory, regulatory, and accounting 
requirements for various bank products, services, and transaction structures. National banks and 
federal savings associations will need to successfully integrate these changes into their 
operations and it is likely that some of these changes will foster fundamental shifts in some 
national banks’ and federal savings associations’ business models and strategic plans. 

To address these challenges, the OCC will need to conduct ongoing assessments of emerging 
risks and the underlying condition of national banks and federal savings associations, and to 
prioritize and allocate resources to the areas and institutions of highest risk. 

National banks and federal savings associations have endured several years of disruption to 
financial markets, a crisis in the mortgage sector, and now a slow recovery from a long and deep 
recession. The long-term trend of national bank and federal savings association consolidation is 
likely to continue. If national bank and federal savings association assets continue to grow at the 
rate of nominal Gross Domestic Product (GDP), and if GDP growth returns to its historical 
average over the next five years, assets could grow in the way shown in Table A which follows. 
In this table, estimates for the number of institutions and for share of assets at banks over $ 1 0 
billion in size are based on an assumption of a continuation of trends experienced between 2000 
and 2010. Trust companies and foreign branch offices are excluded from the projections because 
compared to national banks and federal savings associations, their growth is less closely linked 
to underlying economic trends. 


Table A 


Estimated 

Chanqe 

Institutions 

Assets 

Share of Total System Assets in 
InsStutions with Assets >$ 1 0 Billion 


OCC OCC 

Banks Thrifts 

All OCC-Supervised 

2010 

yu.5% 

2010 to 2015 

-23% -15% 

+28% 

201 5e 

94.0% 


e = estimated 


OCC - 10 




147 


Loan demand has been growing more slowly than usual for an economic recovery, in part 
because the economy as a whole has been growing much slower than as is usual after a 
recession. The combination of recession and financial crisis has already caused widespread 
deleveraging among both households and firms, cutting into the demand for loans. Although 
business capital spending continues to improve, banks have not seen much increase in 
commercial loan demand, as many firms have accumulated cash reserves, and even medium-size 
firms can now borrow long-term at low rates in bond markets. Most expect these trends to 
continue, limiting the pace of bank lending and asset growth. 

Large national banks and federal savings associations will continue to dominate the industry. 
Financial institutions with over $10 billion in assets now account for over 90 percent of system 
assets. This share has been increasing, and the trend is expected to continue. There are 64 OCC- 
supervised institutions of this size that exist now; most observers expect this number to fall as 
consolidation continues. 

Credit losses rose sharply during the financial crisis and recession, but are now receding for most 
loan categories. To shore up their positions in the aftermath of the crisis, many banks raised 
additional capital. The result is a stronger banking system than existed two years ago. Risks to 
the system include continued problems in the credit markets, and a slower than normal economic 
recovery, which could lead to lower than expected growth in revenues. 
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Section 2 - Budget Adjustments and Appropriation Language 


2.2 - Operating Levels Table 

Dollars In Thousands 



1 \ :iiM 


M : II 

Oflkc t)f < iiniplrulU'i of the Currency 

AlIimI I 


\ slniKiU'il 2 



Object Ciassification 


n.i - Full-time permanent 

S382J44 

$472,904 

$493,086 

1 i .3 - Other than full-time permanent 

9,508 

12,030 

12,545 

i 1.5 - Other personnel compensation 

2,729 

2,750 

2,867 

11.9 Personnel Compensation (Total) 

$394381 

$487,684 

$508,498 

12.0 - Personnel benefits 

173,529 

302,027 

229,027 

13.0 - Benefits for former personnel 

263 

195 

195 

21.0 - Travel and transportation of persons 

48,165 

65,062 

68,285 

22.0 - Transportation of things 

2,214 

3,790 

2,186 

23.1 - Rental payments to GSA 

2,705 

2,773 

3,650 

23.2 - Rental payments to others 

38,511. 

49,845 

65,611 

23.3 - Communication, utilities, and misc charges 

8,297 

12,607 

16,594 

24.0 - Printing and reproduction 

745 

862 

800 

25.1 ' Advisory and assistance services 

30,334 

42,148 

40,158 

25.2 - Other services 

16,600 

24,083 

22,946 

25.3 > Other purchases of goods and services from Govi. accounts 

9,599 

13,485 

12,848 

25.4 - Operation and maintenance of facilities 

5,204 

16,969 

16,168 

25.7 - Operation and mainten^ce of equip 

59,646 

73,055 

69,607 

26.0 - Supplies and materials 

7,786 

8,928 

9,103 

3 1 .0 - Equipment 

18.917 

32,801 

21,841 

32.0 - Land and structures 

7.896 

89,535 

9,953 

42.0 - Insurance claims and indemnities 

202 


. ;■ :'230 

Budget Activities: 




Supervise 

707,845 

1,052,200 

942,000 

Regulate 

95,699 

142,800 

127,870 

Charter 

21.450 

31,079 

27,830 


Effective July 2 1 , 20 11 , the OCC assumed responsibility for regulating federal savings associations. 
FY 2012 and FY 2013 estimates include the cost of regulating the national banks and federal savings 
associations. 

FY 20 1 2 budget estimate contains one-time costs attributable to the Dodd-Frank Act. 
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2B - Appropriations Language and Explanation of Changes 

The OCC receives no appropriations from Congress. 

2C - Legislative Proposals 

The OCC has no legislative proposals. 
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Section 3 — Budget and Performance Report and Plan 

3A - Supervise 

($1,052,200,000 from reimbursable resources): 

An effective supervision program is the cornerstone of the OCC’s activities that support its 
strategic goals. Specifically, the Supervise program consists of ongoing supervision and 
enforcement activities that directly support the OCC’s strategic goals to 1) ensure that each 
national bank and federal savings association is operating in a safe and sound manner and is 
complying with applicable laws, rules, and regulations relative to the financial institution and the 
customers and communities it serves, and 2) provide fair access to financial services and fair 
treatment of customers. Assessing the condition and risk management practices of national 
banks and federal savings associations, and requiring corrective actions when weaknesses are 
found, directly supports Treasury’s goal of repairing and reforming the financial system. 

The Supervise program includes national bank and federal savings association examinations and 
enforcement activities; resolution of disputes through the national bank and federal savings 
association appeals process; ongoing monitoring of national banks and federal savings 
associations; and analysis of systemic risks and market trends in the national banking system or 
groups of national banks and federal savings associations, the financial services industry, and the 
economic and regulatory environment. 

The goal owner for this budget activity is the Acting Comptroller of the Currency, John Walsh. 
Description of Performance: 

Percentage of National Banks and Federal Savings Associations with Composite CAMELS 
Rating of I or 2 

The composite CAMELS (Capital adequacy. Asset quality, Management, Earnings, Liquidity, 
and Sensitivity to market risk) rating reflects the overall condition of a bank or savings 
association. Bank regulatory agencies use the Uniform Financial Institutions Rating System, 
CAMELS, to provide a general framework for evaluating all significant financial, operational, 
and compliance factors inherent in a national bank or federal savings association. The rating 
scale is 1 through 5 of which 1 is the highest rating granted. These CAMELS ratings are 
assigned at the completion of every supervisory cycle or when there is a significant event leading 
to a change in CAMELS. 

The OCC has established a target outcome measure that 90 percent of the institutions under its 
supervision have a composite CAMELS rating of 1 or 2. Such a rating is consistent with the 
strategic goal of a safe and sound banking system, that banks maintain adequate capital and 
liquidity and have strong risk management practices. For FY 201 1, 75 percent of national banks 
earned composite CAMELS ratings of either 1 or 2. Beginning with FY 2012, federal savings 
associations will be included in the performance measure. The increase in the number of 
national banks with less favorable composite CAMELS ratings is not unexpected at this stage of 
the credit cycle and reflects impaired asset quality and earnings that is affecting many 
institutions. Degradation in CAMELS can also reflect weaknesses in risk management systems 
that need corrective action. Consistent with Treasury’s goal of repairing and reforming the 
financial system and supporting the recovery of the housing market, the OCC has instructed bank 
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examiners to identify and seek corrective action at an earlier stage to address potential problems 
or weaknesses. The OCC’s primary focus is to ensure that CAMELS ratings are an accurate 
reflection of each institution's current financial position and thus the OCC would not take action 
to prematurely restore a favorable CAMELS rating even though the current distribution of 
ratings is below the target. As national bank or federal savings association performance and 
asset quality improves and directed corrective actions are implemented, the OCC expects 
CAMELS ratings to gradually improve. 

Percentage of National Banks and Federal Savings Associations that are considered Well 
Capitalized 

The Federal Deposit Insurance Act established a system that classifies insured depository 
institutions into five categories (well capitalized, adequately capitalized, undercapitalized, 
significantly undercapitalized, and critically undercapitalized) based on their capital levels 
relative to their risks. The OCC has established a target outcome measure that 95 percent of 
national banks and federal savings associations will meet or exceed the well capitalized 
threshold. Beginning in FY 2012, federal savings associations will be included in the 
performance measure. 

The economic environment and resulting increase in problem assets placed a strain on some 
banks’ capital buffers that has resulted in levels below the OCCs’ target performance measure. 
The OCC works closely with problem national banks and federal savings associations to develop 
rehabilitation plans. Such plans typically include directives to improve or restore capital levels. 
These efforts, combined with a more stable operating environment, have resulted in 
improvement in this performance goal since FY 2009. For FY 201 1 , 93 percent of national 
banks were classified as well capitalized. Beginning in FY 2012, federal savings associations 
will be included in the performance measure. 

More broadly, the OCC is working with other regulators both domestically and internationally to 
strengthen capital standards and improve credit risk management practices. These actions mean 
that the standards for meeting the “well capitalized” threshold will become higher and may 
require some national banks and federal savings associations to further strengthen their capital 
bases. To help prepare financial institutions to meet these higher standards, the OCC and other 
federal regulators will publish proposed changes for notice and comment and will likely propose 
that the higher standards be phased in over a period of time. 

Percentage of National Banks and Federal Savings Associations with Consumer Compliance 
Rating of 1 or 2 

To ensure fair access to financial services and fair treatment of national bank and federal savings 
association customers, the OCC evaluates an institution’s compliance with consumer laws and 
regulations. Bank regulatory agencies use the Uniform Financial Institutions Rating System, 
Interagency Consumer Compliance Rating, to provide a general framework for evaluating 
significant consumer compliance factors inherent in an institution. Each institution is assigned a 
consumer compliance rating based on an evaluation of its present compliance with consumer 
protection and civil rights statutes and regulations, and the adequacy of its operating systems 
designed to ensure continuing compliance. Ratings are on a scale of 1 through 5 of which 1 is 
the highest rating granted. National banks and federal savings associations continue to show 
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strong compliance with consumer protection regulations with 94 percent of national banks 
earning a consumer compliance rating of either 1 or 2 for FY 201 1 . Under the Dodd-Frank Act, 
this rating will now change to those institutions with total assets of no more than $10 billion for 
which the OCC has enforcement and supervisory authority. Beginning in FY 20 12 federal 
savings associations will be included in the performance measure and the target for FY 2012 and 
2013 will remain unchanged at 94 percent. 

Rehabilitated National Banks and Federal Savings Associations as a percentage of problem of 
National Banks and Federal Savings Associations One Year Ago 

Problem national banks and federal savings associations ultimately can reach a point at which 
rehabilitation is no longer feasible. The OCC’s early identification and intervention with 
problem financial institutions can lead to a successful remediation. For FY 2011, 22 percent of 
national banks with composite CAMELS ratings of 3, 4, or 5 one year ago have improved their 
ratings to either 1 or 2 this year. As with the other measures, this target has been adversely 
affected by the underlying economic conditions facing the banking industry and is below the 
OCC’s target of 40 percent. The number of serious problem financial institutions, where 
successful resolution is more difficult, has increased. In addition, the sharp contraction in certain 
segments of the economy, including the real estate sector, has resulted in a more rapid 
deterioration in some institutions' financial condition. Under the Dodd-Frank Act, the OCC 
assumed responsibility on July 21, 201 1 for the supervision of federal savings associations. 
Federal savings associations will be incorporated into this measure in the future. 

As has been previously noted, the OCC is taking a number of steps through its Supervise and 
Regulate programs to repair and make national banks and federal savings associations more 
resilient to financial stresses and to identify and obtain corrective action at an earlier stage, when 
problems can be most successfully addressed. These efforts include heightened capital and 
liquidity standards and increased emphasis on the need for .stress testing, designed to provide 
financial institutions with stronger capital buffers to withstand unforeseen events. These are 
multi-year efforts that will continue in FY 2012. The OCC is also updating its guidance and 
strengthening its expectations with regard to credit concentrations. Such concentrations were a 
major contributing factor to many, if not most of the recent problem national banks reflected in 
this measure. As these efforts progress and the operating condition for the financial sector 
improves, this performance measure is likely to improve to the target level. 

Total OCC Costs Relative to Every $100,000 in National Bank and Federal Savings Association 
Assets Regulated 

Beginning in FY 2006, the OCC implemented a performance measure that reflects the efficiency 
of its operations while meeting the increasing supervisory demands of a growing and more 
complex national banking system. 

The OCC costs are those reported as total program costs on the annual audited Statement of Net 
Cost. National bank and federal savings association assets are those reported quarterly by 
national banks and federal savings associations (effective March 2012) on the Reports of 
Condition and Income. Total national bank and federal savings association assets represent the 
growth and complexity of the financial institutions under the jurisdiction of the OCC. This 
measure supports the OCC’s strategic goal of efficient use of agency resources. The OCC’s 
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ability to control its costs while ensuring the safety and soundness of national banks and federal 
savings associations benefits all national bank and federal savings association customers. The 
OCC plans to retain this target threshold for FY 2012 and 2013 and will continue its efforts to 
ensure that resources are used prudently and that programs are carried out in a cost effective 
manner. In FY 201 1, the OCC expended $8.49 per $100,000 in national bank assets regulated 
compared to the target of $9.22. Beginning in FY 2012, federal savings associations will be 
included in the performance measure. 
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3.J.1 - Supervise Budget and Performanee Report and Plan 
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Percentage of National Banks 
and Federal Savings .Associations 
with Composite CAMELS 

Rating of 1 or 2 

95.0 

96.0 

92.0 

82.0 

70.0 

75.0 

90.0 

90.0 

Percentage of National Banks 
and Federal Saving.s Associations 
that arc considered Well 
Capitalized 

99.0 

99.0 

99.0 

86.0 

90.0 

93.0 

95.0 

95.0 

Percentage of National Banks 
and Federal Savings Associations 
with Consumer Compliance 

Rating of 1 or 2 

94.0 

97.0 

97.0 

97.0 

95.0 

94.0 

94.0 

94.0 

Rehabilitated National Banks and 
Federal Savings Associations as 
a percentage of problem of 
National Banks and Federal 
Savings Associations One Year 
Ago (CAMEL 3, 4, or 5) 

46,0 

52.0 

47.0 

29.0 

23.0 

22.0 

40.0 

40.0 

Total OCC Costs Relative to 

Every $100,000 in National Bank 
and Federal Savings Association 
Assets Regulated ($) 

8.57 

8.89 

8.39 

8.81 

9.28 

8.49 

9.22 

9.22 


Key: DISC - Discontinued and B - Baseline 

Effective July 2 1 , 20 11 , the OCC assumed responsibility for regulating federal savings associations. 

FY 2012 and FY 2013 estimates include the cost of regulating the national banks and federal savings 
associations. 

FY 201 ! actual data through September 30, 201 1 does not include the federal savings associations. 

FY 2012 and FY 2013 targets are subject to revision based on the impact of integrating OTS functions relating 
to federal savings associations into the OCC and the transfer of designated OCC functions into the CFPB. 
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3B - Regulate 

($142,800,000 from reimbursable resources): 

The Regulate program supports the OCC’s strategic goals of 1) assuring the safety and 
soundness of institutions subject to its jurisdiction; 2) fair access to financial services and fair 
treatment of national bank and federal savings association customers; and 3) a flexible legal and 
regulatory framework. Specifically, the Regulate program consists of ongoing activities that 
result in the establishment of regulations, policies, operating guidance, and interpretations of 
general applicability to national banks and federal savings associations. These regulations, 
policies, and interpretations may establish system-wide standards, define acceptable national 
banking and federal savings association practices, provide guidance on risks and responsibilities 
facing national banks and federal savings associations, or prohibit (or restrict) national banking 
or federal savings association practices deemed to be imprudent or unsafe. They also establish 
standards for ensuring fair access to financial services and fair treatment of national bank and 
federal savings association customers. This program includes the establishment of examination 
policies and handbooks; interpretations in administrative, judicial, and congressional 
proceedings; and establishing the applicable legal and supervisory framework for new financial 
services and products. 

Specific activities undertaken in FY 201 1 as part of this program were described earlier and 
included the issuance of various supervisory guidance on real estate appraisals, risk model 
management, Internet Banking, and Counterparty Credit Risk Management. Significant 
resources were also spent on various Dodd-Frank rulemakings, including those pursuant to 
section 171(b) regarding minimum risk-based capital requirements; section 742(c)(2) related to 
certain off-exchange foreign currency transactions with retail customers; section 939A pertaining 
to removing the reliance on credit ratings; section 956 pertaining to incentive-based 
compensation arrangements; section 941 pertaining to risk retention requirements and associated 
minimum underwriting standards for asset securitizations; and sections 731 and 764 related to 
capital requirements and margin requirements on certain swap transactions. In FY 2012 and 
2013, the OCC will continue to support operations of the FSOC and issue Dodd-Frank 
rulemakings, as well as complete the comprehensive integration of OTS rules into the OCC 
regulatory structure. This effort will be accomplished through a robust internal project 
management system and consultative and joint rulemaking processes with other regulatory 
entities. 

The goal owner for this budget activity is the Acting Comptroller of the Currency, John Walsh. 
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3.1.2 - Regulate Budget and Performance Report and Plan 
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Effective July 2 i, 20 U, the OCC assumed responsibility for reguiating federal savings associations, 
it) pY 2012 and FY2013 estimates include the cost of regulating the national banks and federal savings 
associations. 

3C - Charter 

($31,079,000 from reimbursable resources): 

The Charter program consists of ongoing activities that result in the chartering of national banks 
and federal savings associations and the evaluation of the permissibility of structures and 
activities of national banks and federal savings associations and their subsidiaries. This includes 
the review and approval of new national bank and federal savings association charters, federal 
branches and agencies, mergers, acquisitions, conversions, business combinations, corporate 
reorganizations, changes in control, operating subsidiaries, branches, relocations, and 
subordinated debt issuances. By supporting the entry of new products and institutions into the 
financial system in a manner consistent with safety and soundness, the Charter program supports 
the OCC’s strategic goals of assuring safety and soundness while allowing national banks and 
federal savings associations to offer a full competitive array of financial services. 

The goal owner for this budget activity is the Acting Comptroller of the Currency, John Walsh. 

Description of Performance: 

Percentage of Licensing Applications and Notices Completed within Established Time Frames 
The OCC’s timely and effective approval of corporate applications contributes to the nation’s 
economy by enabling national banks and federal savings associations to complete various 
corporate transactions and introduce new financial products and services. Delays in providing 
prompt decisions on applications and notices can deprive a bank or federal savings association of 
a competitive or business opportunity, create business uncertainties, or diminish financial results. 
Time frames have been established for completing each type of application and notice. For 
FY 2011, the OCC completed 97 percent of national bank applications and notices within the 
time frame. The OCC will continue to meet its Charter program goals by providing staff 
training, coordination between charter and supervisory staff on safety and soundness and 
compliance matters, issuance of updated procedures, and maintaining an emphasis on 
accessibility and early consultation with national bank and federal savings association organizers 
and others proposing national bank and federal savings association structure changes. 
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3.1.2 - Charter Budget and Performance Report and Plan 

Dollars in Thousands 
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Key; DISC - Discontinued and B - Baseline 

Effective July 2 1 , 20 1 1 , the OCC assumed responsibility for regulating federal savings associations. 

FY 2012 and FY 2013 estimates include the cost of regulating the national banks and federal savings 
associations. 

FY 201 1 actual data through September 30, 201 1 does not include the federal savings associations. 

FY 2012 and FY 2013 laigets are subject to revision based on the impact of integrating OTS functions relating 
to federal savings associations into the OCC and the transfer of designated OCC functions into the CFPB. 


Detailed information about each performance measure, including definition, vcrillcation and 
validation is available. 
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Section 4 - Supplemental Information 

4A - Capital Investment Strategy 

The OCC’s Information Teclinology (IT) strategic plan aligns information technology initiatives 
and investments to the OCC’s core mission. In addition, the plan addresses key legislative 
requirements for the integration of the OCC with the OTS, including both the integration of OTS 
applications and capabilities and disposition of redundant or end-of-lifecycle applications, 
capabilities, and services. 

The IT strategic plan is implemented through the budget formulation process and the Capital 
Planning and Investment Control (CPIC) process. These processes ensure that all IT investments 
are aligned with the OCC’s mission, goals, objectives, and target enterprise architecture before a 
project is funded. The capital planning process reviews and prioritizes detailed business cases to 
promote technology reuse, to capitalize on enterprise opportunities, and to reduce redundant and 
obsolete capabilities and services. Investment evaluation control actions ensure that the OCC IT 
strategy has adequate funding and staff resources to address IT investment priorities, and 
considers risk mitigation strategies for IT investments that are not meeting stated cost, time, and 
performance goals. Performance metrics are linked to the delivery, alignment, and achievement 
of the OCC strategic program objectives. Cost effectiveness for each investment is evaluated 
through regular benchmarking studies, featuring peer group organizations. Key metrics used to 
evaluate infrastructure include availability, reliability, utilization, defects, and customer 
satisfaction. 

FY 2012 and 2013 Plans 

The OCC has three major IT initiatives in FY 2012 and 2013. 

Mainframes & Servers Support Services (MSSS) 

The MSSS supports the OCC’s mainframe computer operations and maintenance (O&M). 
Support services include data center sy.stems O&M, mainframe and server O&M, and disaster 
recovery testing. 

As part of this initiative, the OCC is consolidating and relocating the data center infrastructure 
to a third-party co-location facility commencing in FY 2012, with an anticipated completion in 
FY 2013. Based upon detailed alternatives analysis conducted in FY 2011, it was determined 
that the OCC’s main data center, located in Landover. MD, cannot meet the capacity 
requirements for growth forecasts. Relocation of the OCC’s data center will provide the OCC 
with access to basic facilities and environmental services (floor space, power cooling, network 
and physical security) while supporting mandates for data center consolidation from Treasury 
and the Office of Management and Budget (OMB). The facility will provide redundant services 
and capabilities and can be managed remotely by the OCC infrastructure and operations staff 
with minimal new technology or process enhancements. 

Telecommunications Services and Support (TSS) 

The TSS includes telecommunications wide area network and local area network infrastructure. 
Remote access to the OCC systems is facilitated via a virtual private network, dial-in, and 
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cellular wireless access using two-factor authentication. This investment also includes 
messaging services supporting highly mobile bank examiners and the OCC staff. 

End User Services and Support (EUSS) 

The EUSS includes help desk/customer service support, personal computer hardware and 
software O&M, desktop engineering and image management, and asset management. 
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